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Side-stepping the Issue 


HE only reason for having a supplementary Budget was to put some 
check upon inflation. . There is, consequently, no occasion for 
congratulating Mr Dalton on the fact that all the steps he proposed to the 
House of Commons on Wednesday were in the right, disinflationary 
direction—he would have made himself ridiculous if they had not been. 
The question is whether he took the right steps and whether they were 
firm enough. And the answer must be that he was more concerned, once 
again, to side-step the major issue that events have been forcing upon 
him, That major issue is that the fiscal and financial policies that he is 
pursuing are doing more to hinder than to help the economic recovery of 
this sorely pressed land. Nothing that he. said or did on Wednesday 
substantially mitigates this heavy indictment... The Chancellor must, by 
now, be very well aware of this criticism that is directed at him. That 
he did not choose either to accept it or to answer it tells its own story. 

Mr Dalton’s position—implied rather than argued—appears to be that 
his Budget of last April did all that was necessary ‘at that time. If there 
was then an “ inflationary gap ” he had closed it, and the need for further 
measures now arose simply from the steps that the Government had been 
compelled to take to bring the balance of payments into equilibrium. But 
if this is the argument, it is patently inadequate. Nobody but the Chan- 
cellor himself can believe any longer that goods and money were in 
balance with each other in April. The phenomena of inflation—a steady 
rise in all uncontrolled, and some controlled, prices, and a no less steady 
drift of resources from essential into unessential uses—have- certainly 
been in evidence throughout the year. Perhaps the clearest proof . is to 
be found in the extreme difficulty that the departments: concerned with 
production are experiencing in making their controls work or their 
priorities effective. Certain forms of activity—notably mining, agriculture 
and exports—are vitally important to the country. But they are continu- 
ally being elbowed out of the full priority they ought to enjoy by the 
pressure of competing demands, Until these demands are cut back 
enough to give the priority classes a clear run—until Mr Dalton takes his 
disinflationary duty seriously—Sir Stafford Cripps’s policy cannot suc- 
ceed. That was true in April and it is true in November. 

Moreover, Mr Dalton has not even come up to the unduly restricted 
measure of the task he set himself. Even if everything were in balance 
last April, it would still be necessary to close the new inflationary gap 
created by the decision to cut down imports and expand exports. Though 
the inflationary gap as a whole cannot be statistically measured, this new 
gap can ; it is equal to the reduction in the overseas borrowings on which 
the country has hitherto been living. Last spring, the country was 
borrowing at the rate of some £600 million a year. By. the end of 1948 
the plan is that it is not to be borrowing at all, on balance. Mr Dalton’s 
task, even on his own definition, therefore,.was to see that the flow of 
money trying to get itself spent will be, by the end of next year, at an 
annual rate of £600 million smaller than it would otherwise have been. 
This he has hardly achieved. His increases in the revenue are estimated: 
to yield £208 million in a full year, and to this can be added the 
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reduction of {£200 million in capital expenditure Chad that. 
the money thus saved is not spent on something else). rest ~ 


of the sum is still to be found by reductions in the expendi- 
ture of the Government on other than capital purposes. 


* 


The reduction of expenditure, in fact, lies at the very centre 
of the whole problem and deserves a much more thorough 
analysis than Mr Dalton gave it. It is very doubtful whether 
the large surplus that the Budget ought to show can be built up 
by the method of tax increases alone. And even if the infla- 
tionary gap could, on paper, be closed in this way, it would be 
a very unsatisfactory way of doing it. The fact is that the level of 
taxation is very much higher than the economy can stand. The 
net national income (at market price) is in the neighbourhood 
of £9,000 million ; the revenue froin taxes (including local taxes 
and social insurance contributions) for the current year would, 
if this week’s tax increases had been in force for the whole of it, 
amount to over £3,600 million. Whether or not there is any 
absolute validity in the rule propounded some time ago by Mr 
Colin Clark that 25 per cent of the national income is the 
highest proportion that can be collected in taxes without infla- 
tion, it is certainly true that the present proportion of 40 per 
cent is far and away too high. It is better that a Budget surplus 
should be created by increasing taxes than that there should be 
no Budget surplus at all. But it would be infinitely better if the 
surplus were created by a reduction of expenditure. The target 
for any Chancellor of the Exchequer to aim at should be to get 
his total of expenditure down to something of the order of 
£2,500 million at most—that is, some £700 million below the 
estimate for the current year. If this could be achieved, it would 
be possible to run a surplus of £500 million and still take several 
hundred millions off the mountainous burden of taxes. 


It does not take any close analysis of the figures to establish 
that this could not possibly be done without cutting out the 
greater part, if not the whole, of the expenditure on food subsi- 
dies. What is the sense in raising £400 million more in taxes 
than is necessary, and suffering all the disincentives of so doing, 
simply in order to pay out £400 million in subsidies and suffer a 
further set of distortions and misdirections of popular purchas- 
ing power? Mr Dalton’s argument in defence of the subsidies 
was, in substance, that it was very nice for the average family 
of four persons to have 12s. 6d. knocked off its weekly food bill. 
Of course it is. But what irresponsible demagogy it is on the 
part of the Chancellor of the Exchequer to take this as sufficient 
reason, without the devotion of even so much as a single sen- 
tence to the economic effects, without asking whether the bene- 
fits of the food subsidies are worth the income tax of 3s. 3d. 
in the £ that they cost. Since all the foods on which the subsi- 
dies are paid are rationed, it is most unlikely that (with the 
exception of a few of the very poorest families) they achieve any 
increase in the actual consumption of food—even if that could, 
in present circumstances, be ascribed to them for merit. They 
simply mean that people have more money to send chasing after 
the restricted supplies of other things—the very phenomenon 
that Mr Dalton says he wants to stop. His attitude to these sub- 
sidies, in short, is.as illogical.as it is uncourageous... It is true 
that he has set a limit to them and that he uttered words that 
might be taken to mean that he would set about reducing them 
next year. But if rumour is to be believed, this is merely another 
instance of the Cabinet’s favourite remedy for disagreement 
within its ranks: if we cannot agree now, we will postpone the 
matter until next year. | 


The general verdict on the Budget must, therefore, be that it 
is not so much an opportunity missed as a duty declined. What ° 
was needed was, on the economic plane, to make a prompt and 
large correction of the distortions now plaguing the national 
economy, and on the psychological plane, to provide a dramatic 
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“gravity of emergency endl doen 
effect of the deferred—the difference to this 
revenue is a mere £48 million—and inadequate Psychologi- 
cally, by his boast that he has imposed “ no serious hardship on 
any citizen ” and by his talk of further reductions in income tax 
next year, he has once again encouraged the ordinary. man to 
believe that there is nothing seriously wrong that cannot be put 
right by a few more slaps at business profits and by a slighr 
reduction in marginal expenditures. 


* 


Beside these considerations of major economic policy, anything 
that is said of the actual tax changes proposed, either in favour 
or in criticism, is necessarily of minor interest. Mr Dalton’s 
batch of proposals included some that were good and some that 
were bad. The main additional revenue-producers are the in- 
creases in the Profits Tax, the Purchase Tax and the duties og 
alcohol, The Profits Tax is wrong in principle, and if the rates 
have been doubled, the tax is just twice as noxious as it was 
before. Mr Dalton himself, in an earlier and wiser manifesta- 
tion, was quoted in these columns last April against the principle 
of levying heavy taxation on precisely that element of incomes 
from capital that is most valuable, the enterprising and risk- 
bearing portion. If Mr Dalton’s class-consciousness made it 
necessary to raise a further £47 million from property incomes, 
he should have done it in the only fair way through the Income 
Tax. The only consolation to be found in the doubling of the 
Profits Tax is that it makes repeal of the whole tax at an early 
date the more certain. Increases in the Purchase Tax, on the 
other hand, are admirably adapted to the circumstances of sup- 
pressed inflation. At first sight, the comment might be made 
that it would have been better to spread the net of the tax more 
widely without an increase in the rates of tax, rather than to 
increase the rates without changing the incidence ; but justifica- 


‘tion for what has been done may possibly be found in the 


administrative complication of any more diffused tax. There is 
a clear case for the increase in the alcohol duties ; the mystery 
is why the Chancellor made no further increase in the tobacco 
duty also, after himself making a conclusive case for so doing, 


The two novelties are the new duty on certain forms of betting 
and what amounts to a new tax on advertisements. In the 
minds of the great majority of people the only possible objection 
to a betting tax is the administrative difficulty of collecting it. 
The Chancellor has decided to cut this Gordian knot, which 
defeated Mr Churchill twenty years ago, by leaving the book- 
makers alone and confining himself to the football pools and the 
greyhound totalisators. There is a touch of inequity about this, 
which, perhaps, accounts for the very lenient rate of duty ; most 
people would have been well content had it been doubled. 

There has long been a strong case for a tax on advertising, and 
it is impossible not to admire the combined ‘ingenuity and sim- 
plicity of the device by which the administrative complications 
of a tax levied directly on advertising are cut out ; the advertiser 
will, in future, be allowed to reckon only half his expenditure 
on advertising as a business expense and will thus have to pay 
tax on the remainder. But approval in principle must be quéli- 
fied by a serious question whether the’ rate of the new tax: has 
not been set too high. The effect of disallowing half the exp 
diture is to subject the whole to a rate of tax equal to the 
combined total of Profits Tax and Income Tax—that is, toa rate 
varying from just over 25 per cent to just less than 30 pet cent, 
according to which of the two rates of Profits Tax is 
To tax betting 10 per cent and advertising mapiecs 25 Po 
and 30 per cent suggests that something has gome wrong 
the scale of values. Mr Dalton would make his case 
stronger if he would disallow not half of advertisement 
ture, but one quarter or one fifth. 
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The Plan Takes Shape 


T Wis he Pe ae he ame sa: sate plan. 
With the Paris report to tell him what western Europe 
thinks it will need, and with the Harriman report to tell him 
what 19 leading American businessmen and economists think 
their country can afford, Mr Marshall has asked the committees 
of Congress for something between the two. He has declared 
that reliable estimates of needs as far ahead as 1950 and 1951 
just cannot be made ; he will therefore “ not recommend to the 
President that Congress appropriate for the full four-year 
period.” Nevertheless, he has staked his claim for between 
$16 and $20 billion (that is, between £4,000 and £5,000 mil- 
lion) which compares with the estimate of $19,310 million 
made by Sir Oliver Franks and his fifteen colleagues and with 
the Harriman Committee’s estimate of between $12 and $17 
billion, varying according to the assumptions made about prices 
and available supplies. 

What really matters, however, is the sum proposed for the 
vital year 1948, or rather for the fifteen-month period ending 
June 30, 1949. Until April 1, 1948, Western Europe will be 
struggling through with interim aid amounting to $597 million, 
destined for France, Italy and Austria, When that expires 
the Marshall Plan proper should come into action; and its 
success will depend on its ability to provide quickly what the 
Harriman Report calls “the spark which can fire the engine.” 
Western Europe will have passed through a winter of intense 
political and economic strain, exposed to persistent propaganda 
for and against the plan. Its expectations will, have to be met 
quickly if Mr Marshall is to obtain the. psychological effect 
which is one of his major objectives. It is therefore fortunate 
that the divergence between the Marshall and Harriman esti- 
mates for the full period—due rather to different views of. price 
trends than to differences of principle—is not repeated in the 
estimates for this decisive first period, Mr Marshall wants 
between $7,000 million and $7,500. million for 15 months ; the 
Harriman committee thinks America. could afford $5,750 million 
for twelve months. Congress canaot fail to be impressed by this 
near agreement between the Secretary of State and the men of 
business, which represents a reduction of some $2,300 million 
on the Paris estimates of the dollar deficit for this decisive year. 

The Marshall Plan raises so many issues, domestic and inter- 
national, political and economic, that there is a real risk of the 
discussion straying off into a confusion of minor matters. The 
important questions to be asked at this stage are three in 
number. First, are the sums suggested large enough to meet 
the inescapable needs of Western Europe ? Secondly, do the 
conditions of principle and detail attached to American aid 
amount to an infringement of the national sovereignty of the 
sixteen nations receiving it? ‘Thirdly, will any of the condi- 
tions frustrate Europe’s effort to become self-supporting ? 

To the first question the answer, om present evidence, is 
quite clearly Yes. Both for the long and the short period the 
Paris estimates have been found too optimistic but for reasons 
which must be accepted, There was always a good margin for 
trimming in the Paris estimates, as Mr Clayton proved by get- 
ting $7 billion lopped off in a week-end. They were no doubt a 
correct interpretation of the assumptions on which they were 
based—but the assumptions themselves can be modified. It is 
no more in Europe’s than in America’s interest that more than 
the minimum of aid should be given, since nothing could well 
be more disastrous for European recovery than that illusions 
should be kept alive on a diet of dollars. There should be no 
complaints about the efforts so far made, in Washington to 
make the whole scheme look tighter and thriftier and to trans- 
fer large portions of the work to the World Bank and the 


Export-Import Bank... Changes were better made that way 
than by calling together a second Paris conference and telling 
it to think and calculate again, of which the political conse- 
quences might have been deplorable. 

* 


To the second question too, the answer is Yes. Some of the 
conditions foreshadowed in Mr Marshall’s statement do repre- 
sent some infringement of national independence. And so they 
should. It was from the first inevitable that the Americans 
Should attach strings to an operation of this kind. The only 
question has been, and still is, whether the conditions: are 
reasonable and wise. So far as can be judged from comments 
made in the Harriman report they amount at present—before 
Congress starts its work—to this:. that participating countries 
should stabilise their currencies and balance their budgets as 
soon as possible, and that. persistent failure to do so should 
disqualify them from. aid; that-they should, make genuine 
efforts to attain their production targets—which. means, among 
other things, that. British coal production . should - increase 
by..25. per cent, to make, possible the exports which .wouid 
“change the face of Europe.” ., They are asked to. desist from 
excessive effort to create. new capital, for example, by too radical 
a mechanisation of agriculture or, too: rapid.a switch from coal 
to oil, _ National, currency.earned by. European Governments - 
by the sale of Americam.goods provided..to them without. pay- 
ment is to be set. aside for constructive schemes, and not be 
used for budgetary. purposes... The independent federal agency 
set_ up in America to .administer the. plan is .to..maintain 
in individual, countries, and through a.permanent committee 
of the Paris committee,a close watch on. the use and effects 
of its aid. ; 

There is nothing in any of these. conditions. that unreason- 
ably infringes the political, sovereignty. or injures the national 
self-respect of the receiving-nations. It is true that their rigid 
enforcement might cause some clash of opinions and ruffling 
of dignities. But it is reasonable to ask that a borrower should 
start with his affairs in ‘order ; it is eminently reasonable to en- 
force Mr Marshall’s basic principle that America only helps those 
who do everything possible to help themselves and one another ; 
and, whatever Mr Horner.may think, it is as reasonable that 
Americans should urge higher coal: production on the British 
as it is that the British should urge the lending of: dollars 
on. the Americans. It is proper that France should. be 
restrained from carrying out some of its. more extravagant 
schemes of capital reconstruction at the expense of its.neighbours 
in Europe, and should be asked. to concede to, western Germany 
:a bigger role in the Marshall Plan than it has yet received. And 
it is both wise and welcome. that the Americans should wish 
to prevent the proceeds from. sales of. their goods being used 
by thriftless Ministers of finance as a deceptively easy way to 
give their budgets an appearance of balance. 

All this can be said with confidence once it is accepted that 
the American objective is to. get western Europe eventually 
standing on its own feet, to make the sixteen nations partners 
in a common European enterprise and not mere mercenaries of 
State Department policy. _On this point the Harriman Report 
is both candid and clear.. It says. that. America’s position in 
the world has been based for over a century.“ on the existence 
in Europe of a number of strong states. committed by tradition 
and inclination to the democratic concept.”, Therefore it is 
in America’s interest to see. to it “ that the democratic system 
provides the bare necessities of life now,” so that it may “ re- 
kindle the hope that by hard work a higher standard of living, 
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is attainable.” In other words, the Moscow prophecy 
of inevitable collapse for the West must be proved wrong. The 
West, if it is wise, will not object to the demonstration. 

As for Mr Molotov’s other prophecy, that to accept Marshall 
aid will be to accept dollar slavery, the Harriman Report says 
that adherence to basic democratic principles is “an essential 
condition to continued aid” (a pregnant phrase for General de 
Gaulle), but that this condition “ should not require adherence 
to any form of economic organisation or the abandonment of 
plans adopted in and carried out in a free and democratic 
way.” And there is a further warning against “ unwarranted 
interference with the internal affairs of friendly nations.” 

So far, then, so good; it remains to be seen whether Congress 
will follow this statesmanlike advice. 


* 


But there remains the third question. Will the Marshall 
Pian repeat the mistake of the British Loan and have economic 
conditions attached to it which in fact prevent the recipient 
nations from working their way out of dependence on dollar 
aid ? In giving (or lending) dollars to Europe, will Congress 
make it more difficult for Europe to balance its trading accounts 
without gifts or loans ? Will the Marshall dollars be turned 
into a compulsory habit-forming drug? There are hints of 
such conditions in the Harriman report and in unofficial 
comment on Mr Marshall’s intentions. For instance, there is 
the suggestion that some of the proceeds, in local currency, 
of selling American goods delivered to the European govern- 
ments free of charge could be used to finance local expenditure 
by the American Government, including the stockpiling of 
strategic materials, such as rubber and uranium. As a principle 
this is not unreasonable. But if the local expenditures of the 
American Government, including expenditure on stockpiling, 
are expenditures that would have to be carried out in the absence 
of a Marshall Plan, then this proposal would in fact reduce 
Europe’s earnings of dollars below what they would otherwise 
have been and, to that extent, create a further need for more 
Marshall dollars in their place. 

The same tendency seems to lie behind the criticism that the 
shipbuilding programme of the Paris Report makes excessive 
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demands for steel. Is this a genuine piece of businesslike 
criticism, or a desire to assist American shipping ? Is Britain to 
be denied the right to build liners and cargo vessels which might 
regain some of its pre-war dollar-earning capacity ? . The 
answer is obvious, and it must be borne in mind that there may 
be similar threats to the dollar-earning capacities of other 
countries buried in the massive argument of the full Harriman 
report. The argument to be used against them—if they 
exist—is that they are inconsistent with the basic purposes of 
the Marshall Plan. It is very natural that Americans should 
hesitate to spend their dollars in order to build up com- 
petitors for their own trade. But if the nations of Western 
Europe are to become solvent they must be allowed to compete 
with American trade. Congress can have, in Europe, cither 
solvent competitors or insolvent non-competitors ; it cannot 
have solvent non-competitors. 

These facts and possibilities should not be lost from sight, 
Yet they weigh lightly in the balance against the generosity 
and the grand sweep of the Marshall proposals. It has to be 
made clear to the 245 million people of western Europe affected 
by them that two-thirds of the aid for the first stage of the 
plan will be a straight gift—a gift of some $3} billion ; and 
that execution of the plan will mean difficulties and sacrifices 
for the American producer and consumer, even controls and 
restrictions alien to their way of life. Nor can the generosity 
be argued away by saying that the American people are merely 
paying an insurance premium against a domestic slump; if 
that was the object of Mr Marshall’s policy, cheaper and more 
effective methods could be found. On the other hand, there 
is no point in denying or glossing over the fact that the plan 
is to be one of the main weapons of American foreign policy. 
As such Mr Molotov and Mr Zhdanov are quite right to fear 
it and attack it. It sets out to prove wrong their publicly 
proclaimed hopes and estimates ; and there can be no doubt 
that the majority of the people of western Europe want to see 
the proof succeed. 

Mr Marshall has allowed exactly nine months for the gesta- 
tion of his plan. Conceived last June, it is to be born next 
April. The prospects of a healthy and normal progress towards 
the happy event are better than ever seemed possible. 


Trial and Terror 


FTER Petkov, Maniv; after Maniu, treason trials are 
promised in Czechoslovakia. Mikolajczyk has escaped from 
Poland, but substitute victims will no doubt be found for the 
cheated tribunal. In the end, when the time is ripe, we may 
expect that the political process of law on the Moscow model 
will be extended to the Russian zone of Germany. There it 
will engulf those leaders who still resist the power of the 
Socialist Unity Party and expose the malignant designs of 
Britain and the United States against the German people. 
The diffusion of the technique of the Soviet political trial 
has been one of the consequences of Communist ascendancy in 
Eastern Europe. This technique has been developed and 
elaborated over a period of years, but it has been devised in 
accordance with a basic conception of law which the Russian 
Communists already held in the time of Lenin. Indeed, the 
view of the judicial function which underlies the procedure 
used in political cases was formerly expressed more frankly than 
it has been in recent years, when propagandists have been at 
some pains to convince Western liberal opinion of the purity of 
justice as administered by the Military Collegium of the 
Supreme Court of the Soviet Union. In 1924 Krylenko, the 
former Public Prosecutor, who was himself destined to perish 
by the system which he defended, declared in his book “ The 


Court Structure of the USSR” that “every court . . . has the 
task of defending the interests of a given governing class and 
is distinguished from other means of defence only by its specific 
form and nothing more.” As the interests of the new governing 
class, the proletariat, were held to be fully and exclusively 
represented by the Communist Party, it followed that the 
advantage of the Party was the sole criterion of justice—in so 
far as politics were in any way involved, directly or indirectly— 
in cases brought before the courts. Krylenko had previously 
given a practical demonstration of his principles in the first of 
the great Moscow trials, that of the leaders of the Socialist- 
Revolutionary Party in 1922. Then he, as President of the 
Supreme Court, appeared as prosecutor before a judge who was 
his own subordinate, and the latter announced that the Court 
“does not intend to handle the case from a dispassionate objec- 
tive point of view, but will be guided solely by the interests 


of the Soviet Government.” 


When once it has been theoretically established that raison 


@état is the final principle of law and that the citizen has no 


legal rights which are valid against the interests of the ruling 
party, it becomes irrelevant whether an accused person has 
actually committed the offences of which he stands accused. 
A political trial of which the result is in doubt is obviously of 
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no use to the Party-State ; when, as always happens ‘in these 
trials, the ruling faction has proclaimed the guilt of the accused 
by officially sponsored propaganda, acquittal is unthinkable. The 
defendants should not be brought to trial unless it is intended 
to convict them ; the trial must demonstrate the theses of official 
doctrine and there can be no thought, therefore, of admitting 
testimony which upsets the prosecution. It is not merely that 
the ruling faction, claiming absolute power, desires to destroy 
its political opponents physically and to discredit them morally. 
Even more, the political trial is a means by which the rulers 
justify themselves and impose themselves upon the people. 
x 


The Russian Communists, basing their power so largely on 
mass propaganda, and possessing an untrammelled insight into 
the possibilities of modern technical means of publicity, such 
as the radio and cinema, were the first to grasp the importance 
of the political trial as a medium for appeal to the masses, There 
is nothing more dramatic—or melodramatic—than the proceed- 
ings of a court of law when men are in peril of their lives, 
nothing which can give so sharp and intense a form to the pre- 
sentation of political issues. If the proceedings can be so pre- 
determined as to approximate to a planned, theatrical produc- 
tion ; if they can be transmitted by camera, microphone and 
press reporting to the furthest corners of a vast territory, and 
if the Government's monopoly of the means of publicity 
excludes any note of doubt or criticism of the evidence, then 
the holders of the state power have an incomparable medium 
for persuasion of the people. “ The psyche of the broad masses,” 
says Hitler in “ Mein Kampf,” “is accessible only to what is 
strong and uncompromising. . . . the masses of the people 
prefer the ruler to the suppliant, and are filled with a stronger 
sense of mental security by a teaching that brooks no rival than 
by a teaching which offers them a liberal choice.” But never 
is the voice of authority so strong and uncompromising as when 
it speaks with the majesty of the law. 

The propaganda effect is greatest if the accused can be 
induced to co-operate with the prosecution. Self-inculpating 
testimony is the most convincing of all. If the principal accused 
in a trial deny the charges in the indictment, it is desirable that 
the prosecution’s chief witnesses should be men who also stand 
in the dock and denounce themselves in their evidence ; it is 
the task of the Court to protect them from exposure to cross- 
examination or rebuttal by obstructing, eliminating or intimidat- 
ing the defence counsel and defence witnesses—as it has done 
in the trials of Mihailovitch and Petkov. But the ideal is that 
all the accused without exception should confess their guilt 
and abase themselves with abject self-vilification, as in the trial 
of Professor Ramzin and his “ Industrial Party.” in Moscow in 
1930, or in the later trials of the “ Old Bolsheviks” in 1936-38. 
These well-conducted symphonies produced complete convic- 
tion in the minds of most Komsomoltsi, of many Bashkirs and 
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of Ambassador Joseph Davies. However, the “ shadow. trial” 
of Trotsky, held by the “commission of inquiry” under Pre- 
fessor Dewey of Columbia University, subjected the evidence 
given in the Zinoviev-Kamenev: and Pyatakov-Radek trials to a 
devastating critical analysis, which showed parts of it to be, 
by any standard of human reason, certainly false. The report 
of this commission has never, of course, been permitted) to cir- 
culate within the borders of the Soviet Union, nor has it ever 
been widely read in Western countries—for the Moscow trials 
had long since ceased to be news before it appeared— but it 
remains as a massive rational refutation of stories told with 
ingenious detail, but without the essential quality of truth. The 
report severely censures “ the. failure of the prosecutor and: the 
court to call the attention of the accused and witnesses to con- 
tradictions in their own testimony, or between their testimony 
and the facts of general knowledge, or between their testimony 
and that of: other accused or witnesses, on matters of great 
importance to the credibility of the alleged conspiracy.” 

That part of the evidence in these trials is demonstrably false 
does not mean that none of it is true. Imagination makes its 
most successful flights when some facts are included in its diet. 
Under an authoritarian regime, even an opposition which desires 
to be constitutional can scarcely avoid straying into. illegality, 
or being in some way mixed up with groups disposed to attempt 
a violent coup d’état. There is evidence, apart from the Moscow 
trials, that a military conspiracy against Stalin was hatched 
among Red Army generals in 1936. But in this and other cases 
it is not enough for the ruling faction merely to establish the 
fact of conspiracy ; for even though the Government might be 
legally justified in executing the accused men, popular sym- 
pathy might still be with them. It is necessary to discredit 
them by attributing to them the basest motives and most de- 
spicable behaviour, particularly. by representing them as agents 
of foreign powers, ready to sell the interests of their country for 
power or money. This fits: in well with another purpose which 
can:be served by political trials—that of impressing on the con- 
sciousness of the people real or imaginary threats fronv abroad. 


* . 


People may be induced to confess falsely—or to distort or 
add invented supplements to confessions of genuine guil'—for 
either personal or political reasons. In the former category 
come the motives which the normal man, who is not a political 
or religious fanatic, has for preserving his own life and the lives 
and liberties of his family. In a totalitarian state, where, the 
political police have powers of execution or oonsigninent to 
concentration camps without trial—a power. which can be 
extended arbitrarily to the near relatives or friends. of. the victim 
—the situation of an arrested man is the opposite of what it is 
under a normal legal system. In this country a man charged 
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with a crime knows that his condemnation or acquittal depends 
on the effectiveness of his defence in court and that, if he is. 
acquitted, nobody has any right to kill or imprison hun. But 
in a totalitarian state he knows that he is at the mercy of the 
police—at least in political cases—that he can be killed or sent 
to @ concentration camp without any public trial, proof of guilt, 
appeal or redress, and that the best hope of clemency is by 
pleading guilty when he is told to. Professor Tchernavin in 
his book J Speak for the Silent has recorded arguments which 
went on in his prison between those (known in prison slang as 
“novelists”) who signed false confessions and those who 
refused. One of the former thus justifies his kind: 


Why, when the threat of an infamous death hangs over us 
and our families are threatened wth poverty, hunger and even 
deportation, should we not do everything possible to alleviate 
our fate > The GPU demands that we confess to wrecking 
and espionage—all right, we are wreckers and spies. They 
demand denunciation of our {riends—all right, we'll denounce 
them, If we don’t, somebody else will. 


Political fanatics, however, cannot be subdued by such 
methods, and when a man’s opposition to the regime is un- 
compromising, he must be either destroyed without public 
trial or given a trial @ la Petkov. But it may be that the oppo- 
nents are men of divided purpose because, in spite of their desire 
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te remove the Government, they may support it im relation tg: 
something else ; if they are:men for whom the political conse«; 
quences of their acts outweigh every other consideration, they: 
may be persuaded by protracted argument to help the regime, 
by their testimony. This is undoubtedly the main explanation; 
of the extraordinary confessions of the old Bolshevik leaders, 
They hated Stalin, but they preferred Stalinism to Fascism, ants 
they believed that the Revolution was in danger. 


In Eastern Europe to-day, with the Nazis overthrown, it 
will indeed be hard to convince opposition leaders, not ousall 
in the special ethics of Communism, that there is a greater evil’ 
than that which already holds power. It follows that we are 
unlikely to get, except from minor political personalities, the 
perfect unanimity “of self-immolation achieved’ in the great’ 
Moscow trials. The producers will have to fall back for the most’ 
part on the clumsier technique used in the Petkov trial ; and i¢® 
is right that these trials, in which Britain and the United State¥’ 
will be cast for roles of off-stage villains, should be fully reported’ 
by competent observers for the information of Western opinion.” 
The aim of such trials is propaganda, and publicity about them’ 
is the best antidote for the influence they can have—an influence 
which should not be under-estimated. ‘This is a phase of the’ 
“cold war” in which, perhaps more than in any other, there is” 
a challenge to human reason which cannot be ignored. 


Wages and Profits 


T is not the purpose of this article to take sides in the argu- 

ment whether wages or profits have been the more inflated 

and should therefore bear the heavier brunt of any corrective 

taxation that may now be imposed, but rather to set out such 
statistical material as is available on the subject. 

The natural starting point is weekly wage rates. There are 
two index numbers of weekly wage rates, one compiled by 
Professor A. L. Bowley and published by the London and Cam- 
bridge Economic Service, the other calculated by the Ministry 
of Labour. They do not greatly diverge ; for example, in July, 
1947, Professor Bowley’s index stood at 167.9 per cent of the 
level of September, 1939, and the Ministry of Labour’s index 
at 166.5 per cent. In Table 1 the Ministry’s index is used. 
Money wage fates, of course, need correcting by an index of 
prices. But here a difficulty presents itself. The old index of 
the cost of living was so inadequate that it has now been aban- 
doned. On the other hand, the only alternative is to use the 
annual index, which can be calculated from the figures in the 
White Paper on the National Income, showing changes in the 
price-level of the consumption goods actually consumed by the 
public. To use this as a means of deflating an index of wage 
rates is to come perilously close to circular reasoning, for in so 
far as the prices of any consumption goods have been free to 
move, they should be regarded as consequences of the increase 
in money wages, not as an independent variable. The cost-of- 
living index does have the advantage of showing the effect of 
the subsidies paid on the necessaries of life, even though it un- 
doubtedly exaggerates it. In the table, both measures of the 
change in prices of consumption goods is given, with the index 
of wage rates as so adjusted. That rather elusive concept, the 
“level of real wage rates; peli lies somewhere between the 
two italicised columns. | _ 

But the movement of wage rates is only an ; indirect guide to 
the movement of the incomes of wage-earners. They must. be 


adjusted for the amount of short-time and overtime worked aid 


for charges. in direct taxation.on wages (including, for this pur- 
pose, social insurance contributions). Table 2 starts from 
Professor Bowley’s index of; average earnings, which is then 
adjusted by the estimates in the White Paper of the direct 


taxation paid on wages. The resulting index of net earnings 
is then shown as adjusted by the two price indices. The two 
final italicised columns of this table are about as close as it is. 
possible to get by statistical means to a definition of what has 
happened to the real net income of the average wage-carner. 
He appears to be between 10 and 35 per cent better off. 

It should be remarked that figures of earnings are not a 
measure of what has happened to the labour element in costs 
of production, which is affected by alterations in the length of 
the working week, by absenteeism, and by changes, due tc what- 
ever Cause, in output per man-hour. 


* 


Before passing on to the subject of profits, a brief digression 
into salaries is in place. The only figures of salaries that are 
available are the annual series in the White Paper on the National 
Income. This is shown in Table 3, where it is also adjusted for 
direct taxation and by the index number of the market price of 
consumption (the cost-of-living index is hardly relevant here), 
These figures must, however, be interpreted with caution. It 
is probable that there has been an increase in the number of 
salary earners during the last eight years and the rise in average 
salary income has therefore probably been smaller than the §1 
per cemt rise in total salaries. Ifthe number of salary earners — 
was one-tenth larger (a pure guess), the imerease in the average 
gross salary would be 37 per cent, with a loss of about 20 per 
cent im purchasing power. If the question is considered from @_ 
somewhat different angle, a representative—not average— 
salary earner (a married man with two children) whose income — 


_ was £500 in 1938 and has since increased in the same proportion — 


as average salaries, would find himself in 1946 with an income 
only 15 per cent larger after tax and about 27 per cent lower in 
power. There cannot therefore be much room for 
questioning the conclusion that there has been a sharp fall in the 
real value of the total amount received by salary-earners and still 
more in the net real value of the average salary. Since last yeat 


"there has been’ relief in income tax, but this: is probably just” 


about offset by increased prices. 
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The statistical basis for an assessment of what has happened 
to profits is even more uneven than i in the other two instances, 
The official estimates of the national income include an item 


designed as “ Interest and “Profits,” which has moved “as 
in Table 4. 


This shows, for 1946, a larger reduction than salaries and a 
sharp contrast with the course of real net wage-earnings, It is 
reasonable to suppose, however, that some recovery will be 
shown for 1947, owing to the lapsing of Excess Profits Tax. 


The “Interest and Profits” item in the White Paper is, 
however, virtually worthless for comparing what the ordinary 
man understands as “ profits” with wages, for it includes not 
only farming profits but also the earnings of all those profes- 
sions that are remunerated by fees and not by salaries. This 
gap can be filled, so’far as public companies are concerned, by 
figures regularly computed from over 2,000 published company 
reports by The Economist. Two breaks im the continuity of 
this sample of companies are bridged by index numbers in 
Table 5 ; they in no way upset its representative character or 
its reflectién of industrial profits as a whole. 


The profits figures are shown after deducting EPT, NDC and 
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Profits tax, but before deducting standard income tax. Similarly 
the.cash value of ordinary dividends paid by these companies 
is shown“ gross,” before deduction of income tax. The profits 
are detived from reports published in the years to June 30th, 
and they show, very approximately, the earnings of the:previous' 
calendar year. The. index. of. profits before income, tax 
(1939-40 = 100) was virtually stabilised throughout the: war 
period ; in the latest year asa result of the reduction and repeal 
of EPT, it has risen to 137. But ordinary share dividends have 
not kept in step with this increase ; companies have been, making 
gteater provision for reserves, and ordinary dividends, before 
deducting tax, are only 30 per cent higher than they were in) 
1939-40. When allowance is made for the average standard rate 
of income tax during the past eight years, the index of met 
ordinary dividends, which fell to 70 in 1943-44, is only 11 per 
cent higher than in 1939-40, while the real value of profits and 
dividends, after allowing for the rise in prices, is only three- 
quarters of what it was in 1939. 

No conclusions are offered about these figures of wages, 
salaries and profits, but some illuminating comparisons can be 
made between the five tables, and some populat misconceptions 
about the relations between them will certainly, be challenged. 
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NOTES OF 


With potatoes rationed on the first day of the debate, and 
the spiv round-up announced on the second, the Parliament Bill 
has had less than due attention from press and public. This Bill 
is important. The reduction in the Lords’ delaying power from 
two years to one (effectively, as several Members pointed out, from 
18 months to 6) could indeed be represented as a comparatively 
minor matter ; and a great deal of irrelevance (much of it included 
in Mr Churchill’s gloriously characteristic onslaught) was talked 
about the Lords in general, their antecedents, justifications, virtues 
and iniquities. Mr Attlee, in winding up, obviously found these 
not at all discomforting. But he ignored those more substantial 
objections which the debate. had elicited ; the fact that it intro- 
duced that retroactive principle which has always appealed so 
strongly to tyrants, and that it introduced a change in the fabric 
of the constitution on which no public discussion had taken place 
and no popular verdict had been solicited or passed. 

Britain has.no written constitution ; Parliament is omnicom- 
petent. There is no special constitutional procedure or corpus of 
special safeguards, laid down in writing and susceptible of legal 
interpretation, such as protects the continuity of institutions in, for 
instance, the United Staies. And a good thing too, perhaps ; but 
there is all the more need for the most fastidious avoidance of 
anything which could be interpreted as. irresponsible or merely 
partisan constitutional change, and particularly of snap legislation 

‘of this kind, omginating from a rather shady intra-Cabinet deal. 
The precedent is remarkable and deplorable. Until Jast week 
there could be discerned, negatively at least, the growth of a con- 
vention that changes in the constitution should require a degree 
of prior publicity, a breadth of opportunity for public debate and 
judgment, greater than that necessary for other legislation. This 
embryo convention the Government: have now knocked on the 
head, without worrying about how the precedent thus set might 
work against them, were some electoral fluke ever to give a 
majority to an extremist government with inadequate respect for 
democratic processes and liberties. They would have done better 
to let well—even passably well—alone. 


* «x * 


Peeresses or Women Peers ? 


The peeresses in their own‘right who have renewed their 
assault on the closed doors of the House of Lords have a logically 
watertight case ; but in the circumstances of today their motive 
is really a subject for some bewilderment. Mr Quintin Hogg, 
fretting under the very real disability imposed on the political 
aspirations of an heir to a peerage, cannot conceive why anyone 
else should seek a s'milar burden ; others mav wonder, now that 
ther whole ponderous question of Lords reform has been set in 
motion by the Government’s deceptively insignificant-looking Bill, 
why anyone should want to board a quite possibly sinking ship. 
Perhaps, in add:tion to feminist pertinacity, there is at work some 
such chivalrous desire to affirm solidarity as moved Henry James, 
at the critical period of the First World War, to renounce American 
citizenship and become a naturalised British subject. If so, it is 
a pretty gesture. Noblesse oblige. 


* * * 


The Hungry Forties 


Although prior warning had been given of the intention to 
ration potatoes, the public was nevertheless profoundly shocked 
to hear last week end that the ration would be only 3 lb. per 
week. If supplies of such a basic foodstuff as potatoes are short, 
rationing is the only method of ensuring a fairly equitable distri- 
bution, in spite of the inconvenience to both the trade and the 
housewife. But granted that as a general principle, there are still 
many points which the Minister of Food should clarify. Surely 
Mr Strachey knew that the potato crop was short much earlier 
than last month; it was already known in agricultural circles 
during the summer. Moreover, Mr Strachey warned Parliament 
before the summer recess that Britain could not depend.on im- 
ranioe aes eee oie core © ration = 
heen in, the intervening period there has been a rapi 
reduction in supplies. ' 





THE ECONOMIST, November 15, 1947 


THE WEEK x 


This year’s potato harvest was a little over 8,000,000 tons coms’ 
pared with 10 million tons in 1946, when only 60 per cent was 
reported as moving off the farms. If the proportion this season ig 
the same—though with rationing it is likely to be reduced—they” 
the available supply will only be 4,800,000 tons. But already’ 
from the beginning of July up to last week end nearly half: this 
quantity, or about 2,200,000 tons, has been consumed. At the 
present ration, civilian consumption should be in the region of 
80,000 tons a week, which over the 33 weeks to the end of June’ 
gives a total off-take of something over 2,600,000 tons. And ‘qq: 
allowance has been made for the requirements of the Services. 
and any small scale export which might be necessary... Therefore 
even at this present low Icvel of. rationing, supplies only just 
cover consumption, and the chances are that the ration will have 
to be further reduced. Nor is there much likelihood of pur. 
chasing potatoes abroad. The potato crop has also suffered from 
the drought in other European countries and the smaller grain 
supplies, discussed in a Business Note on p. 815, will make them 
expand their own potato consumption. Moreover, only very 
small quantities are available in Canada, the United States and 
other dollar countries. 

The most serious effect of potato rationing, however, lies not 
in the small quantity—and that is serious enough, particularly if 
by next March two of three pounds of potatoes per head are bad 
—but rather in the ineffective control which the Ministry of 
Food has over the potato trade. The ration cannot be guaranteed 
and there is certain to be much inequitable distribution. The 
potato being a relatively cheap and bulky commodity does not 
easily lend itself to large-scale black market operations, but a 
loose rationing system may have an important psychological effect 
on the public and undermine their trust in the Government's 
whole food policy. 

* * * 


Rumania in the Bag 


The latest events in Rumania may be regarded as the com- 
pletion of that country’s Gleichschaltung. On the road towards 
the “only true democracy” it has now reached approximately 
the same stage as. the People’s Republics of Jugoslavia, Albania,. 
Mongolia and Bulgaria. The National Peasant Party was dis- 
solved in June when some of its leaders were found trying to 
leave the country. This has always been a mixed party of peasants 
and urban middle class, and it is no doubt largely true, as the 
Communists assert, that all those who long for the old regime 
have rallied to its support as being the most right-wing party 
allowed to exist since 1944. It is even possible that adventurers 
have talked wildly in coffee houses, an old Balkan custom. But 
accusations that the party has been dominated by “ Fascist 
elements,” and that its leaders have engaged in subversive plots for 
the overthrow by force of the regime, with material help from the. 
“western imperialists,” have not been supported by any hard 
‘evidence at the trial of Dr Maniu. But truth is not an im- 
portant consideration in a trial whose aims are to s:lence the last 
critical voice and to terrify Rumanian subjects from any further 
social contact with westerners. So on November 11th Maniu, at 
the age of 76, was sentenced to solitary confinement for life. 

Parallel with the suppression of the formal opposition has come 
the liquidation of all slightly independent elements within ‘the 


, government coalition itself. Throughout the last year it has been 


well known that opinion within the Socialist Party was divided 
on the interpretation of “collaboration” with the Communists. 
Some were willing to subordinate their party completely to the 
Communists, on the model of the Neikoy group of stooge 
Socialists in Bulgaria. Others wished to maintain independent 
organisation, and even sometimes to criticise Communist policy. 
The formation of the Cominform forced the issue. An appeal 
by “non-party” Premier Groza for “ workers’ unity” was 
bowed by a congress of the party, which voted in favour of 
usion. oF 
Last week the other remnant, the “ governmental Liberals,” 
were expelled from the Government, Their leader, the oppor- 
tunist Tatarescu, former Premier of King Carol, is a man whom 
for once the Communists are fully entitled to call a “ reactionary.” 
He has held for two years the Ministry of Foreign. Affairs, 
and his party have been strongly entrenched in the 


Finance Ministry. ‘Though subservient to the USSR, Tatarescu 
began to express discontent with the police terror and with» the 
of present economic policy. Now the Communists 
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have decided they can do without him. The present government 
of Rumania is now as compleiely Communist-controlled as the 
governments of Jugoslavia and Bulgaria. It will consist of a Com- 
munist “ United Workers’ Party” and a rural branch of the Com- 
munist Party known as the “Ploughman’s Front,” once a small 
independent radical peasant movement, now a bogus mass organ- 


isation whose organising staff are members or nominees of the 
Communist Party. 


* . * 


Turning Point in Prague 


The present crisis in Slovakia is likely to have important 
results for the future of democracy in the whole Czechoslovak 
Republic. Ever since the election of the Constituent Assembly 
in May, 1946, the work of framing a constitution has been held up 
by uncertain relations between the Czech and the Slovak portions 
of the Republic. In 1945 a body called the Slovak National 
Council (SNR) was set up as a provisional legislature for Slovakia. 
Its members were from two parties, the Communists and the 
Democrats, the latter comprising peasants and urban middle-class 
people, whose views ranged from left centre to extreme right. 
The SNR has never been elected, but its composition was changed 
in May, 1946, so as to reflect the general election results, Demo- 
crats receiving 60 per cent of the seats and the Communists 30 per 
cent. The SNR formed from its number a provisional cabinet 
known as the “ Board of Trustees.” In the Board formed in 1946 
the Communists, though a minority in the SNR, received the 
premiership and the locally very important “ trusteeship” of 
education, while the control of the interior went to a so-called 
“ non-party soldier.” ; 

Since the trial and execution of quisling ex-“ President ” Tiso 
in April, when the Democrat Party—well aware of the hostility 
to the sentence of Slovak opinion in general and their own sup- 
porters in particular—adopted an equivocal attitude, Communist 
attacks on the Democrats as reactionaries have greatly increased. 
In October the Ministry of the Interior in Prague and the 
“Trusteeship ” of the Interior in Bratislava “ unmasked ” a con- 
spiracy against the Republic. The evidence published so far 
seems to show that various prominent supporters of the Democrat 
Party have maintained contact with the ex-“ Foreign Minister ” 
under Tiso, Durcansky, now in exile in the West. But it is equally 
clear that the Communists are making use of these discoveries 
to disrupt the whole party, and to obtain control of Slovakia. 

At the end of October the Democrat “trustee” for food sup- 
plies resigned, after being attacked by the trade unions for his 
failure to eradicate the black market. Then the Slovak Democrat 
vice-Premier in the Prague Government, Ursiny, resigned after 
some of his employees were implicated in the conspiracy. In 
Bratislava the Communist President of the Board of Trustees re- 
signed, with his party colleagues and the “Trustee” of the 
Interior, and claimed that this constituted the resignation of the 
Board as a whole. The Democrat majority on the Board 
announced that they had nor resigned and that they would con- 
tinue to function in their posts. The Communists then suggested 
that a meeting should be held of the Slovak National Front (com- 
posed of Communists, Democrats and two lesser parties—Socialists 
and Freedom Party), and that it should be attended by representa- 
tives of the Communist-controlied trade unions and resistance 
organisations, in order to create an artificial Communist majority. 
This meeting failed to solve the crisis, and representatives of the 
Slovak parties therefore left for Prague to attend a meeting of the 
National Front of Czechoslovakia (i.e. of Czech as well as Slovak 
parties). 

* * * 


Threat to the Republic 


The crisis went one stage further when the Prime Minister of 
the Republic, Dr Gottwald, announced that this meeting would be 
attended by representatives of the Czechoslovak Trades Union 
Council and the United Czech Farmers’ Association, as well as of 
the Slovak trades unions, Slovak resistance organisations and 
Slovak United Farmers’ Associations. All these organisations are 
more or less Communist controlled ; and it is noteworthy that the 
Czech resistance organisation and the which are not Com- 
munist controlled, were not invited. Dr Gottwald’s action caused 
the Czech People’s Party and National Socialist Party, as well as 
the Slovak Democrats, to refuse to attend the meeting. 

The situation is now serious. If the cleavage between Czech 

ists and Czech “ non-Marxists ” is permanent, the whole 
political structure of Czechoslovakia will be threatened: Govern- 
ment by a genuine coalition and parliamentary methods will yield 
to government by a “ workers’ block,” in which the Communists 
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use a bullied Socialist rump and groups outside parliament to 
create a dictatorship of their own, ia will be well on 
the way to “ Eastern popular democracy.” 

: * ot * 


Industrial Conscription 


The new Registration for Employment Order under Defence 
Regulation 584 announced by Mr Isaacs in the House of 
Commons on Tuesday, which comes into force on December 8th, 
is important for its psychological effects, rather than for any 
practical contribution it will make to swell the industrial labour 
force. The introduction of industrial conscription is, at any rate, 
an unmistakable indication that the Government wish to bring 
home to their own supporters no less than to the country as 4 
whole the seriousness of the present economic crisis. Of the 
two types of registration, that of employees in the scheduled 
inessential occupations is perhaps more likely to produce results 
than the individual registration of unoccupied persons, where 
the onus is on the individual to present himself or herself at an 
employment exchange under penalty of fine or imprisonment, a 
subject which evidently caused Mr Isaacs some embarrassment. 

Psychologically perhaps the knowledge that there will be 
“ conscription the idle rich” may sometimes help to soften 
the blow of redirection. It must, however, be doubted whether 
the game of hunting spivs and other types of miscellaneous ‘fauna 
is really worth the candle. Unless the Order is to remain largely 
a dead letter the amount of supervision involved will be enormous. 
There will obviously bea great deal of evasion which will be 
impossible to check without involving strict police measures— 
and all this in order to increase recruitment in essential industry 
by how many thousands? 

The reintroduction of industrial conscription more than two 
years after the war must surely cause considerable searchings of 
heart, not only in labour circles but also among all those to whom 
the liberty of the subject is more than a text-book phrase. The 
powers of conscription conferred on the Minister of Labour were 
undoubtedly necessary in wartime, but in peacetime they are 
an anomaly, even though it is unlikely that in practice they will 
be used in an oppressive manner. And like so many other of 
these hardships, are they really necessary ? If the Government 
had taken adequate steps to reduce inflationary pressure, and 
had confined its programme of capital expenditure within the limits 
of the country’s resources, if it had determined to work out 
and enforce a courageous wages policy, the need for reimposing 
direction might have been avoided. And even now it is doubtful 
whether in terms of “bodies” the reimposition of registration 
can possibly yield a worthwhile harvest. 


* * * 


Mansion House Reflections 


The Lord Mayor’s dinner, now indeed no longer a banquet, 
is, perhaps, hardly an occasion, even in these days of austerity, 
for the exhibition of public penitence. It was, therefore, scarcely 
to be expected that the Prime Minister’s speech, which was obvi- 
ously designed for foreign consumption, should contain any doubts 
or misgivings as to the causes of our preseng discontents. Still, 
it is impossible not to detect a rather disturbing undertone of com- 
placency. It is true that Mr Attlee was able to produce some 
hot news in the very welcome tidings from the coal mines that the 
week’s output had attained the postwar record of over four 
million tons deep mined, an achievement on which the miners 
certainly deserve congratulations. All the same, coal production, 
even at the level just attained, is barely sufficient for domestic 
needs and quite insufficient to make even the smallest contribution 
to Europe’s industrial recovery. Nor does it really convey a con- 
vincing picture to quote instances of increased production over 
1938 in certain industries—even including agriculture and iron 
and steel—when the country is still so far from making both ends 
meet. For the fact remains that looked at whether from at home 
or from abroad Britain’s industrial peace effort up to date is 
hardly a thing of which the nation can afford to be particularly 


roud. 
The present distorted state of industrial production cannot 
be entirely attributed, to quote the Prime Minister’s phrases, 
“to the all-out effort that we made in the war,” “the 
exhaustion of Western Europe and parts of Asia, and the 
consequent disequilibrium between the western hemisphere 
and the rest of the world.” It is at least as much due io 
factors which might have been avoided, such as misguided 
t policy, in. ‘the form of excessive capital. ¢x- 


Governmen: 
penditure and inadequate anti-inflationary measures (of , which 
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the new budget forms the conspicuous example) and the 
failure of trade union leaders to or to teach their 
followers the elementary truths about the economic situation. Even 
if the five-day week has now voluntarily been abandoned in the 
coal industry, the pressure for “less work for more pay,” still 
remains far too strong for a nation caught in the grip of econo- 
mic crisis. As the table reproduced in the Records and Statistics 
of last week showed, the average weekly hours worked by all 
workers during April amounted only to 45 compared with 
46.5 in October, 1938—hardly a very impressive indication to 
foreigners (or Americans) of the magnitude of the efforts which 
the British people are making to overcome their difficulties. 


* * x 


Overseas Resources—Second Reading 


Little new came out of the second reading of the Overseas 
Resources Development Bill last week, except for the first detailed 
official accounts of the progress and difficulties of the groundnuts 
scheme in East Africa which formed a large part of Mr Surachey’s 
speech. Most of the rest of it was devoted to explaining why he 
was concerned in the matter ‘at all, why responsibility for all 
development in colonial. territories is mot concentrated in the 
Secretary of State for the Colonies. In this he was singularly 
unconvincing. There may well be a case for a special corporation 
to undertake projects in independent countries—it is apparently 
proposed, for instance, that the Overseas Food Corporation, which 
is responsible to the Minister of Food, should undertake the pro- 
duction of beef in Australia. It would hardly be apt for the 
Colonial Office to be concerned in the development of a fully 
sovereign Dominion. 

But is it any more apt that the Ministry of Food should be 
concerned in the development of the colonial empire? As Mr 
Stanley said, the division of responsibility and function proposed 
by the Bill produces a most “ cockeyed set-up.” The development 
of some foodstuffs in the colonies will be the responsibility of the 
Ministry of Food, of others, that of the Colonial Secreiary. 
Industrial development in the colonies will solely be 
undertaken by the Colonial Development Corporation and will 
therefore be the responsibility of the Colonial Secretary. Indus- 
trial development—in fact, any non-agricultural development— 
outside the colonies can be undertaken by neither corporation. 
The Ministry of Food will be answerable to Parliament for the 
direct activities of the Overseas Food Corporation in the colonies. 
But for their secondary effects—their effects on the health and 
welfare of the colonial peoples and so on—questions will have to 
be directed to the Secretary of State. 

These anomalies, this familiar departmental compromise that 
has been reached, might be dismissed as another typically British 
arrangement, were it not for the susceptibilities of the people 
living in the colonies. Mr Strachey appeared to assume that because 
the development envisaged under the new Bill will be undertaken 
by public corporations instead of by private enterprise, the colonies 
will have no fear that they are being exploited. Mr Stanley warned 
him that this is far from being the truth. Suspicion is engendered 
in the colonies as easily by official British policy as by the activities 
of private British firms, and it has already arisen over the proposed 
new corporations. That suspicion will be intensified by the 
appearance of the Ministry of Food, which is mainly interested in 
obtaining food for the British consumer at the lowest possible price. 

+ * * 


Illusions on Palestine 


from which the world since Yalta has already suffered much, that 
unity among the great powers is so good in itself, that any policy, 
however unjust, becomes just if only the Powers agree to 
carry it out. It will be a nice point for a future historian to 
decide whether more harm has resulted to the peoples in this 
postwar period when the Powers agreed or when they disagreed. 

The British Government in its present position on Palestine 
feels for once that it has the support of a vast majority of the 
British people, and there is no reason to expect it to move from 
it just because America, Russia, and Guatemala have reached 
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that Mr Creech Jones will now be instructed to announce a date 
is correct. The most effective contribution which America could 
make to the fact-facing process would be to restrain the ambitions 
of its Zionists within the bounds set by America’s own unwiliing- 
ness to contribute a single man to enforce a Zionist policy ig 
Palestine 4 


Instead, while official America is counting on the Palestine Jew 
to hold his own unaided against the Arabs, all the Palestine 
Jews—except a tiny minority of the well informed—are at this 
moment convinced that America is coming over with a 
force of troops, tanks and guns to establish their Jewish state for 
them. The reverse side of this radical and tragic misunderstanding 
is that the majority partition scheme must appear to the Arabs 
as nothing but a disguised device for establishing a Jewish state 
in the whole of Palestine, while British withdrawal looks to them 
like a chance to settle accounts with Zionism once and for all, 

From what has been published hitherto, it is not clear whether 
America and Russia have agreed on the details of a partition 
scheme or merely that Britain must carry it out. Previously, 
even the Americans had publicly questioned some of the boundary 
provisions of the Special Committee’s scheme, particularly that 
for including Jaffa in the Jewish state. The Soviqt delegates on 
the other hand had made sweeping criticisms of the whole scheme, 
including the “ division of Palestine into a number of regions con. 
nected by narrow corridors” which to some might seem the 
essence of it. It might be that a partition scheme to which both 
Russia and America had agreed would bear very little resemblance 
to that of the Special Committee. 

The British Government apparently still hopes that a com- 
promise form of partition might be accepted by the Arabs, 
under protest, provided they could be made to feel they were 
not the only ones to whom pressure was being applied, and 
provided there was some hope of finality. In that case there 
would be no inconsistency in Britain’s joining with other powers 
in the enforcement of such a policy. 

* * . 


Deputies Start on Germany 


With less than a fortnight to go before the Foreign Ministers 
begin their talks on Germany in London, their deputies have made 
next to no progress out of the deadlock in which the Moscow 
conference ended last March. One of the main purposes of the 
deputies’ meeting was that they should clear away differences of 
view over procedure and agenda before their masters got down 
to work. There is so far no sign that any of them has received 
from his government instructions that will make this easy. 

There are already curious contrasts between the orders of agenda 
suggested by the deputies. The Russians want procedure for the 
wider peace conference and the provisional political regime for 
Germany taken as the first items, with economic principles and the 
Austrian treaty last. Perhaps they should be given credit for 
leaving to a late stage the question of reparations, which killed 
the Moscow conference ; but they should certainly have no credit 
for putting Austria at the bottom of the list. Agreement on 
Austria should be possible if the four Foreign Ministers can agree 
on anything at all, and there is everything to be said for taking 
it first. As for Germany, there is no point in discussing forms of 
government for a united Germany if its economic basis cannot 
be agreed on. 

The French, of course, want to discuss the integration of the 
Saar with their economy, for which everything is ripe since the 
elections in October, but which does not appear on the Russian 
agenda. The Americans may want to discuss the frontier in the 
east. They are in any case determined to have their offer of a 
four-Power and forty-year pact against German aggression 
brought up again. If headway could be made with that proposal 
the moderates in France would be immensely strengthened in 
their policy of co-operation with America; and if the Russians 
wanted to give a conciliatory sign they could take a less evasive 
attitude towards the proposal than they did in Moscow. 

Much advance comment on the conference still confuses two 
questions: the first is, whether the four governments can get on 
better terms than before ; the second is, whether they can agree 
on a workable settlement for Germany. The fact has to be faced 
eprom oN Py TE IB 
as to Anglo-American 


some slight relaxation of tension with Russia, or the recovery. 
western Europe ? If the latter, then the failure of the conference 
would not be the catastrophe it is sometimes made out to be. 
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General ‘de Gaulle is probably unwise ‘to compare Frarice’s 
party politicians to Kipling’s monkey peoplée—ir dates him. He 
is certainly ‘unwise to call his Rally of the French People “an 
elemental force which corresponds exactly to the promptings of 
the French people’s instinct and reason”; elemental forces are 
generally too strong for human control, and the confidence that 
might be felt abroad in ‘General’ de Gaulle’s capacity to lead 
France will depend on the extent to which he can behave in a’ 
constitutional manner and dispense with a mystical vocabulary. 

His press conference on Wednesday showed fresh confidence 
with no fresh ideas, although it was held on the eve of Parlia- 
ment’s re-assembly for a session which has somehow to find a 
strong coalition government of moderate or centre parties. He 
emphasised as usual the need for a stronger executive and told 
the Assembly that it was its duty to get new elections held as 
soon as possible. Clearly, the General does not feel sure that 
he could get from the present deputies the 310 out of 618 votes 
necessary for a new Prime Minister. He derided the prospects 
of a “third force” keeping power and leading France out of its 
difficulties. He also did his best to drive a wedge between the 
parties of the Republican Centre and the Ramadier Socialists 
by describing the former as a “co-operative for self-preserva- 
tion "—a taunt not so-far off the mark. On economic matters 
he was as vague as usual: budget expenditure to be cut by a 
third, salaries and wages to be related by law to output, trade 
unions to cease acting as rivals to the government. On the other 
hand, unless the French Communists change the tactics of direct 
action foreshadowed by their Central Committee a fortnight 
ago, General de Gaulle is quite right to regard France as “ the 
most menaced country ”—the battlefield on which the main 
effort will be made to cripple the Marshall Plan. But it is up 
to him to say and do nothing which will turn moderate French 
opinion against American aid. 

Meanwhile, the obvious and decisive value to France of the 
Marshall Plan is being more and more understood by moderate 
men in the trade union movement. From two quarters the 
Communist domination of the General Federation of Labour 
(CGT) for political purposes is being challenged: by a Socialist 
group under M. Jouhaux, its general secretary, and by the 
**Social Action” group of M. Morgues, who successfully 
organised 20,000 workers in public communications into an 
autonomous and anti-Communist union, M. Jouhaux is 
demanding the use of the secret ballot in all.trade union councils, 
and it is still. uncertain. whether he. will press his case by 
threatening a split in the CGT or by adding a fifth and non- 
political organisation to the four which already exist. 


* x x 


New Parliamentary Procedure 


The debates on this week’s supplementary Budget will be 
curtailed. This is one of the chief changes resulting from the 
twelve-hour debate on parliamentary procedure in the House of 
Commons last week. The subject was not a party matter. Nor 
ought it to have been discussed in a party spirit. But the Whips 
were on, and the debate turned into a ding-dong struggle 
between the Opposition, on the one hand, and the Home Secre- 
tary and Mr Morrison on the other. The Labour back- 
benchers, who are as much affected by changes in parliamentary 
procedure as is the Opposition, were strangely: silent. 

Only a small proportion of the electorate can have grasped 
what the struggle was about. Yet they too are involved in it, 
for, as Sir Gilbert Campion, Clerk of the House, has pointed 
out in his distilled version of Erskine May, and as indeed was 
emphasised during the debate, the borderline between what is 
procedural and what is constitutional is very indistinct. Changes 
in procedure may lead to changes in the constitution. Why, 
therefore, was the Government. not content to introduce the 
changes as sessional orders instead of as new standing orders, so 
that they could have a fair trial before they become permanent ? 
This would have been, at the very least, more polite to the Select 
Committee on Procedure, which reported over a year ago and 
which had differed from the Government on the four main changes 
that the Government’s majority has now enabled it to pass. These 
are: a theoretical increase but an actual reduction in the 
number of supply days from an a e of 28.6 in a_ session 


to 26; a shortening of the Budget debates by making the 
Report stage of the Budget resolutions purely formal; the 
establishment of a central business committee to allocate a time- 
table for the consideration of bills in Committee of the whole 
House and for the Report stage of all bills; and the enabling 
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of chairmen of standing committees to disallow debaté on the 
uestion, “That the clause ‘stand’ part.”°° In ‘addition, ‘the 
sovernment rejected th: Select Committee’s proposal thar there 
should be an inquiry by both Houses into delegated legislation. 

The arguments for and against the Government’s’ decision 
cannot..be stated here. But the difference in its attitude and 
that of the Opposition—and that of the Select Comimitree—was 
very apparent during the debate. Mr Morrison wanted: parlia- 
mentary procedure to be speeded up and made more efficient, so 
that more and more legislation could ‘be passed’ through the 
Commons. The Select Committee was mainly concerned with 
the rights of the private member. It, aiid its spokesmen last 
week, were less interested-in the House of Commons as‘a legis~- 
lative machine than in its duty to criticise the Executive on 
behalf of the people. It is an old, old issue that is of the very 
essence of Parliament. Hence the constitutional importance of 
last week’s debate. 


* * * 
Silkin and Welwyn 


Mr Silkin is planning to set up a development corporation 
under the New Towns Act, for Hatfield and Welwyn combined, 
and to buy all the land now held by the Welwyn Garden City 
Development Company. The private company might continue 
certain activities, such as its departmental store, but its work. of 
planning and developing the garden city would be terminated. 
Mr Silkin does not deny—nobody could—that the private com- 
panies at Welwyn and Letchworth, inspired by the ideas. of 
Ebenezer Howard, have shown the way in the proper creation of 
new towns. They have made mistakes—but they started with 
nothing like the finance and powers possessed by the new develop- 
ment corporations, which ought to do proportionately better. Now, 
it seems, pioneering days are over. Mr Silkin argues that the new 
job is too big, difficult, and important for any but a public body, 
which alone can satisfactorily co-ordinate the development of the 
Welwyn-Hatfield area with the decentralisation of London’s popu- 
lation and industry. 

The Minister has gained a surprising amount of ‘local support: 
The local authorities welcome being relieved of the high cost of 
new drainage and sewerage schemes, and of the problem of Wel- 
wyn’s water supply. Other interested bodies like the prospect of 
dealing with one agency for the area—instead of several—although 
Mr Silkin was emphatic that the fusion of Welwyn and Hatfield 
would be purely administrative, and not physical. ‘They are to 
remain distinct communities, separated by a few miles of open 
country. But the projected expansion of population—Welwyn 
with 36,500 and Hatfield with 25,000 will both be from two to 
three times as big as in 1938—makes co-ordination necessary. 
Whether this expansion of two towns so close to each other, to 
London, and to Stevenage constitutes good planning, is, perhaps, 
doubtful. The Abercrombie plan does, indeed, sanction it—but 
with the stipulation that new industry should be concéntrated at 
Welwyn and rigidly excluded from Hatfield. This provision will 
be broken if, as is rumoured, a large new chemical factory spon- 
sored by the Ministry of Supply has now got Mr Silkin’s permis- 
sion to settle at Hatfield. 

The projected plan itself is, therefore, seriously open to ques- 
tion. But if it is to be adopted, there is already in Welwyn 
sufficient land, finance, and planning still to implement it satis- 
factorily. Admittedly, Governmental assistance over water and 
some other services may be necessary—but is this not equally 
true of many other existing towns near London which are ear- 
marked for a moderate expansion? Why not, then, set up a small 
development corporation for Hatfield (if this is mecessary) and 
let Welwyn continue to. grow under its present, competent direc- 
tion ? There seems to be no real reason beyond the zealous wish 
of doctrinaire and bureaucrat for a tidy uniformity. .But good 
planning requires local roots and fresh ideas. There are going to 
be many centrally designed, cut-to-a-pattern, development cor- 
porations ; let there be one tree in the forest which has grown 


on its own. 
. * * 


The Pressure for Higher Education — 


Last week the Minister of Education made some interesting 
statements in the House of Commons about application for and 
awards to the seven hundred and fifty State Scholarships which 
were offered by the Ministry for the present university year. More 
than 11,000 boys and girls entered for these scholarships.» (This 
is the first year in which the scheme to increase the number of 
state scholarships from 350 to 750 a year has been in operation.) 
The proportion of applicants to successful candidates was, there- 
fore, fourteen to one, and shows a very keen competition. 
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The new scheme to ration the number of state scholars going 
to each university, so as to prevent a still further “creaming off ” 
for the benefit of Oxford and Cambridge is now coming in for a 
number of kicks. When it was announced in the spring most 
people applauded this attempt to equalise the distribution of 
brains among the universities. Now that Mary Smith and Tom 
Jones are being “allocated” to Sheffield or Exeter instead of 
Oxbridge there is a how] of human but illogical rage. 

Application for state scholarships does not debar those who fail 
to obtain them from applying for a major award from a local 
authority, of which probably something approaching 3,000 have 
been made for the current year. This gives a wide scope for 
those who fail to obtain a state scholarship. At the present time 
there are many in the universities who believe that some candi- 
dates admitted with public awards do not justify this expenditure 
of public money upon them, This may be true enough, taking 
the education system as it is. But it would be well to recognise 
the increasing pressure for higher education and the more hopeful 
prospects it gives for the future, which can be illustrated from 
statistics of public examinations taken at school. 

Last year—the latest for which statistics are available—23,000 
pupils took the Higher School Certificate examination and 16,000 
passed. This was an increase of 74 per cent in the number 
who entered and 7o per cent in the number who passed over 
1939. Since the number taking and passing School Certificate 
increased over the same period by only 24 and 27 per cent re- 
spectively it is clear that the fashion for taking Higher School 
Certificate is increasing the more rapidly. However defective this 
examination may be and whatever changes in the examination 
system are made next year, these figures are further evidence that 
the nation is paying increasing attention to its higher education. 


. * * 


Industrial Research 


Research is all the rage. Great Britain’s survival and future 
prosperity, it is frequently claimed, depend on the technological 
advances it can make. The Government have given their blessing 
to the increased flow of scientists from universities, who will 
either add to fundamental knowledge or assist in the application 
of that knowledge to industry. Technical schools are to be in- 
creased, and public money on a modest, yet much more generous 
scale than before the war, has been provided for medical, agri- 
cultural and other research. 

Industry is urged to fall in with this new spirit, but hitherto 
the facts about the extent to which it was doing so have been 
unknown. The Federation of British Industries is, therefore, 
to be congratulated on their attempt to assess statistically the 
quantity of scientific and technical research being carried out by 
British industry in its own laboratories and works at the present 
time. The report is not complete, for it was a private and not 
a public inquiry, and was backed by no sanctions. Nevertheless 
the replies received from 471 firms are estimated to cover 50 
per cent of British firms carrying out research and some 75 per 
cent of Britain’s privately financed research effort. The results 
are therefore important. 

The figures obtained by this survey and one carried out before 
the war may be summarised as follows :— 


1930 422 firms spending £1,736,000 
1935 484 » 9 £2,696,000 
1938 566 ” £5442,000 
1945/6 420 5 9 £21,815,000 


On the assumption that in 1945/6 the 420 firms were carrying 
out three-quarters of the industrial research in private establish- 
ments, some £30 million a year is being spent by industry on 
its own research. Although this sum is a great improvement on 
prewar years it still compares very unfavourably with the 
sean spent in America. Perhaps the tax concessions made 

in 1944 for expenditure on research will bear more visible fruit 
in years to come. 

Compared with these sums government expenditure on research 
for the year 1947/48. is estimated at £67 million, of which {£60 
million is for the defence services, and the ‘rest. for civil p 
The sum of £11 million is also to be distributed to the universities 
for all purposes. 


* * * 


Coup d’Etat in Bangkok 


How to grow and export more rice, and how to check and 
uproot corruption, are the two central issues of Siamese politics, 
Dissatisfaction with Luang Dhamrong’s government, which has 
been brewing for some time, was based on its failure to deal with 
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them adequately. It ee ‘tobe seen whether the coup Pag 
which brought Marshal Pi bul Songgram back into power last 
Sy will solve the problem, 
bul Songgram led the constitutional revolt in 1932 against 
the gresiek monarchy. He was premier of Siam before and 
ing the Japanese occupation, and declared war or. the Allies in 
1942. He was ousted from power in 1944, but he re-entered th 
political field in April this year, uniting with his old Libel 
opponent Aphaiwong to throw out Dhamrong’s Popular Panty, 
which they claimed was inefficient and too far to the Left. 
Far more important than the serpentine coils of Siamese 
politics is the export: of rice. Before the war it amounted 
to about 14 million tons per year. It has fallen now to little 
more than 500,000 tons, although an aerial survey of the padi 
fields at the beginning of this year showed that 99 per cent 
were under cultivation. In 1946 the Allies were 
1,200,000 tons of rice as an indemnity for Siam’s alliance with 
Japan, but since then the resistance to its collection has been 
exasperatingly effective. In an effort to improve the position the 
Allies set up a year ago a Combined Rice Commission. 
offered a price of £12 14s. per long ton, thereby hoping both to 
encourage hoarders to release the rice and to put Siam on its feet, 
The price was raised at the beginning of this year to £24, and 
again at the end of August to £31, when the Siamese Government 
agreed to ship the rice under the instructions of the International 
Emergency Food Council. But full supplies of rice will not come 
into the regular markets as long as there is the lure of the 
Malayan: and domestic black markets and corrupt Siamese officials 
to feed it. The experiment of Luang Dhamrong, the displaced 
Prime Minister, in state trading led to a big expansion of bureau- 
cracy, giving ever wider opportunities for officials to line their 
pockets. If Marshal Pibul Songgram can check the corruption 
and increase the export of rice, his coup d’état will have results as 
useful to the outside world as they may be salutary to Siam. 


Shorter Notes 


The Minister of Town and Country Planning announced on 
Tuesday in the Commons the composition of the Central Land 
Board set up by the Planning Act of this year. In effect, with two 
exceptions, the membership of the Board will be identical with 
that of the War Damage Commission. Sir Malcolm Eve will 
continue as chairman. The present staff of the Commission is 
about 3,000, and no doubt the majority of them will be absorbed 
in the organisation of the Board, which should accordingly start 
with benefit of a considerable body of accumulated experience. 


* 


A note on page 751 of last week’s issue attributed the whole of 
the output of over four million tons of coal in the week ending 
November Ist to the miners. It has been pointed out that over a 
quarter of a million tons of this total was obtained not by mining 
but by civil engineering. 

* 


Three interesting’ and significant sets of figures have come 
from the British Zone in Germany during the last ten days. 
Ruhr coal production, which during the week ending Novem- 
ber Ist maintained an average of more than 250,000 tons per 
day, increased last week to a daily average of 272,881 tons, with 
a peak day of 274,277 tons. The other figures were rev 
Mr Bevin, who said that in the past nine months 89,000 autho 
rised and about 100,000 unauthorised refugees from the Russian 
zone have crossed into the British Zone. He also revealed that 
there have been 1,598 resignations from the British Control 
Commission within the last six months, ns 
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elections is proof of the fears and resentments aroused by the 
Labour Federal Government’s plan to nationalise the banks. Both 
the Liberal and.the parties made the nationalisation Bill 
the main issue in their election campaigns and the results have 
reflected a widespread — opposition to it. The Federal 
Government is rushing Bill through at great speed and has 
steadily resisted all efforts by the Opposition to make it the subject 
of a referendum. Wik tie oahat Sane tnhtiey st 
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Letters to 


Crisis of Leadership 


Sir,—Your article in your issue of October 11th substitutes 
generalities for precision and should be blamed for a general lack 
of understanding of the ican scene and mentality. You say 
that “. . . in the matter of availabilities in one sense there are 
no American availabilities. The consuming power in the United 
States is such that it could devour everything its farmers and 
factories pour out.” Nothing could be further off the mark. 
American wheat exports of 350 or 450 million bushels could 
definitely be regarded as a surplus “fully available.” Nor is 
this amount significant, either in relation to the crop of 1,400 
million bushels or the prewar exports which amounted to 93 
million bushels in 1939. Similarly, exports of trucks and buses, 
which were 21 per cent of total production in the first quarter 
of 1947 can be spared without domestic hardship. Other items 
like coal can be shipped without causing excessive dislocations, 
while the number of items of less essential nature, such as cotton, 
textile materials and tobacco, are too long to enumerate. It 
seems difficult to understand The Economist’s contention that 
domestic availabilities are unimportant and that foreign need 
should be the sole consideration in the American discussion 
about the Marshall Plan. 

Except for controls which start with price ceilings, wage regu- 
lation, excess profits taxes and end with consumer rationing, 
no system of control will assure a reduction in domestic con- 
sumption to a level indicated as necessary to raise the European 
economy to the desired level. If exports are undertaken in 
excess of available supplies without such controls the result will 
be to raise prices. As the European requirements are highly 
concentrated in commodities with an extremely inelastic demand 
like wheat, the inflationary effects of even a 10 per cent excess 
of exports over supply will cause a general price spiral in the 
United States which would hurt Europe as much as the US. 
Rightly or wrongly, the mood of this country is not ripe for full 
wartime controls. Barring such measures it will be necessary to 
limit exports to surpluses, which have to be carefully calculated, 
or go head-on into inflation. 

This is deplorable, but should be understood by the Europeans 
just as the Americans have to recognise British inability to date 
to impose adequate controls and incentives to raise coal produc- 
tion to the prewar level (physically certainly feasible but poli- 
tically impossible) or the inability of the French Government to 
induce or force the farmer to sell his output. We all live in 
glass houses, and an attempt to understand the different problems 
of all nations is better than throwing stones at each other.— 
Yours faithfully, A. SALTON 


400 East 57th Street, New York 


Cripps, Controls and Consumption 


Sir,—It has often been emphasised that the main cause of 
the present inflationary situation is that the amount of provision 
for the future, that we, as forward-looking people, feel we ought 
to do, is greater than the supply of savings that we, as consumers, 
are willing to provide. In your leading article of November Ist 
you advocate again the policy of eliminating this gap by forcing 
savings (through budget surpluses) and g investment plans. 

May I make some comments on the latter operation ? 

(1) The object of provision. for the.future should be to make 
sure that our cost ratios ¢quate with world price ratios in a normal 
postwar year and at a bearable standard of life. This equation 
does not hold at the moment because of the turn of the terms 
of trade against us and the extent of our capital disinvestment 
in war and slump. : 

(2) The amount of provision for the future that we do this year 
should be determined by the relation between the marginal pain 
of consuming less now and the marginal pleasure of having a 
larger cake later. This ideal rate of investment is secured neither 
under a laisser faire system nor under the present practice of 
planning authorities (who seem merely ‘to think up the amount 
of construction it would be nice to do and then compress it into 
a four or five year plan). S 

(3) The sort of investment that we do this year will affect the 
marginal utility of income—and thus the amount of saving we 
will be willing to do—next year. 
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the Editor 


(4) During the period of the Investment Plan our cost ratios 
will still not be aligned with world price ratios. Therefore the 
real value of £1 worth of goods exported will be greater to the 
country (though not to the producer) than £1 worth of goods sold 
on the home market. Some idi 
would therefore have to be maintained in the interim period 
even if deflation was completely successful. A similar, though 
opposite, reasoning applies to imports, which would still have to 
be subject to consumption control.—Yours faithfully, 


N. A. D. Macrar 
Corpus Christi College, Cambridge 


Bank Nationalisation in Australia 


Sir,—May I suggest that, in your attacks on the Australian 
Government’s bank nationalisation proposals, you are being mis- 
led by a false comparison with Britain ? 

Personally, I agree that something like the British system, 
combining Government control of general credit policy with indi- 
vidual flexibility, has advantages in theory over the vast state 
banking monopoly Mr Chifley proposes to establish. But in Britain 
the leadership of the Bank of England has long been almost 
undisputed. Australia has no agency for Government control of 
comparable authority and prestige. Far from traditionally foliow- 
ing the lead of the Government Commonwealth Bank, the com- 
mercial banks have always been bitterly hostile to it, since it was 
originally set up to compete with them.in ordinary banking busi- 
ness. It was not until the war that the Commonwealth Bank 
was given any central banking powers, consolidated by the Bank 
Act of 1945.. The commercial banks strenuously opposed the 


. 1945 Act, made it plain that they only accepted the central banking 


control by “special accounts” under protest, and reserved the 
right to challenge it under the Federal Constitution. In fact, an 
important section of the 1945 Act has already been declared invalid 
by the courts, casting doubts on the validity of the whole, 
Moreover, in view of the hostility of the commercial banks 
towards Government control, it is doubtful. whether the 1945 Act, 
even if its validity were upheld, gives the Government adequate 
powers, The 1945 Act can be used successfully, as at present, to 
stop an expansion of credit: in fact, the “ special accounts” tech- 
nique was devised as a weapon against wartime inflation. Bur it is 
hard to see how any legislative coercion can make a bank expand 
credit if it is determined not to. I presume the contingency Mr 
Chifley has in mind is a depression hitting Australia when a 
Labour Government is in power. The commercial banks might 
be given all the necessary means for implementing an easy-money 
policy. It might be profitable for them to do so. But they might 


From The Economist of 1847 


November 13, 1847 


ALL hope of avoiding civil war in Switzerland is at an end. 
The Diet has firially “resolved to “Carry inté “execiition, by 
force of arms, its decrees for the abolition of the erbund, 
On the 4th inst. this resolution was taken, and to all 
Switzerland and the world, by an elaborate manifesto. The 
8th was the day appointed for the troops of the Diet to begin 
their operations on a grand scales. but theré are 


reports of trifling conflicts having taken place, and at least 
two officers have been killed. The die is cast, and whether 
it turn up ruin or 


jdation and aggrandisement ‘for 
Switzerland, we must wait t6 see. Not supposing, however, 
that strife and bloodshed can ever lead to good, we deplore 
the beginning of a contest which, on the showing of. the 
parties, can only be prosecuted with a view of establishing 
and strengthening the authority of a body of priests or a 
body of civil magistrates. If the inerease of either authority 
were likely to be conducive to the security and happiness of 
the Swiss, the result of the war might possibly be l, 
but it is an ill augury that the welfare of the le is wholly 
lost sight of in this contest for supremacy. are, in the 
first instance. the victims of the “ee for power ; 

it is possible that the successful a ity, ever it be, 
may, when the interrupted peace is restored, by an enli ate 
administration and extension of freedom, add to the happines 
of the next generation. 





798 


deliberately choose to keep credit restricted, defying the Govern- 
ment’s wishes by every possible legal loophole and legal delay, 
hoping that a temporary intensification ef unemployment would 
lead to a change of Government. The ibility of the banks 
behaving in this way can hardly be I considering the 
virulence of the anti-Government propaganda they are now 
inspiring. 

The slightest personal knowledge of Mr Chifley discounts any 
idea that he is a “doctrinaire Socialist”: witness, for instance, 
his action in handing back to private enterprise the wartime fac- 
tories built by the Government. Still less is he the Bolshevik 
bogeyman depicted by the Australian newspaper—a would-be 
dictator who, while cunningly posing as a moderate pipe-smoking 
politician, is cleverly taking the first step towards a totalitarian 
Communist regime complete with concentration camps. Mr 
Chifley is first and foremost an acknowledged financial expert, 
whose monetary policy to date has been shrewd and successful. 
He has explained that he is nationalising the banks because the 
1945 Act does not give him the power necessary to prevent a 
repetition of the miseries of the 1930 depression: and he has 
denied any “hidden purposes.” His record of complete political 
honesty (somewhat unusual in Australian politics) leaves no doubt 
that he is speaking the truth—Yours faithfully, ALan Woop 

Blackheath, NSW, Austraha. § November, 1947 


Local Financial Reform 


Sir,—Your comments on the Government’s proposals for the 
valuation of dwelling houses do not, it seems to me, show a 
proper appreciation of the situation. These proposals do not 
arise from a desire to prevent “ hardship to individuals” or even 
“ to assist poor householders in general,” but to prevent a shifting 
of the incidence of local taxation. If the law is not altered, houses 
will have to be assessed on the rent “that can reasonably be 
expected,” however high that rent may be. Owing to the shortage 
of houses after the first world war, the rise in the costs of building 
and the higher standard of working-class houses demanded by 
public opinion, rents of these and similar private enterprise 
houses, unless controlled or subsidised, were very high. On the 
other hand the rents of the larger pre-1914 houses had hardly 
risen at all, and rents of other properties very much less than the 
small post-1919 houses. The same postwar conditions are now 
repeated. If assessments are based on rents, therefore, a part of 
the burden of rates now borne by large houses, shops, offices and 
other properties will be shifted on to the occupiers of the smaller 
houses. 
~The reason why this did not happen in the inter-war years 
was not mainly, as you suggest, because local authorities wished 
to stimulate house building—although by their action they cer- 
tainly assisted private enterprise to increase its output—but 
because they realised that a grave injustice to a section of rate- 
payers would be the result of valuing “ correctly.” 

I do not suggest that the Government’s solution is _perfect— 
the subject is too complicated for that—and Parliament might 
still improve it, but it will prevent grave injustice which would 
inevitably have resulted from the application of the law as it 
stands.—Yours faithfully, 


Didsbury, Manchester, 20 SHEENA D. SIMON 
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Light Clothing Industry 


Sin,—Having read with considerable interest your commen 
on the Re of the Working Party on the Light Clothi 
Industry, I feel impelled to stress the importance of “ the 
problem of price control” to which you give prominence. There 
would seem to be little hope of increased exports except at the 
expense of home trade supplies, under the cost-plus_ system, 
and I submit that this is an intolerable state of affairs which 
requires the widest publicity. 

The total labour employed by that part of the clothing 
industry covered by the Heavy and Light Clothing Working 
Party Reports is given in Cmd. 7018 as 462,000 in November, 
1946. The corresponding figures provided by the Bureay of 
Labour Statistics in Washington is 724,900. United Kingdom 
exports in the industry ran at approximately 3 per cent, which 
closely paralleled the export percentage figure for the United 
States. The population in this country was 48,016,000, whilst 
in the United States it was 140,386,509. Your readers will be 
in a position to judge whether the ordinary person in this 
country is more lavishly clothed than his or her opposite 
number in the United States, but the ordinary person here on 
the basis of the above figures requires rather more than double 
the manpower to meet his or her clothing ration than the 
ordinary person in unrationed America. 

Whilst our Minister for Economic Affairs wants more wives 
and mothers in the textile factories to make up his deficit of 
75,000 workers there, assuming that the average American is 
no more lavishly dressed than the average Briton, there must be 
something like 200,000 surplus workers on the payroll of the 
clothing industry in this country at the present time. The 
industry has highly paid workers and high trading profits, but 
never was the mockery of a policy of full employment unaccom- 
panied by a rising standard of productivity more clearly exposed, 
—Yours faithfully, G. T. MacEwan, 

Chairman—Institute of Export 1943-1946 


The End of Plural Voting 


S1r,—As one of the people with two votes, I agree that I ought 
only to have one, but I shall object strongly if this change is 
brought about by abolishing the only four constituencies where 
one can be reasonably certain that this one vote will count—that 
is, the four University constituencies that vote by proportional 
representation. 

As you say, the University MPs are generally of high calibre 
and often of genuinely independent views—but that was not 
true of Oxford and Cambridge before 1918; it is only since 
the introduction of PR that people like Eleanor Rathbone have 
been able to secure in the Universities the seats which they could 
not win elsewhere. 

I like your suggestion for one large University constituency, 
and it would certainly give PR a chance to work even better than 
it does in the present two- and three-member constituencies, but 
I doubt whether the Government will be persuaded to let the 
Universities keep the twelve (not thirteen) Members which they 
have at present.—Yours faithfully, Entp LAKEMAN 

Proportional Ra>resentation Society, 

82 Victoria Street, S.W.1 
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AMERICAN 





SURVEY 





The Position 
(From Our US 


T HE conclusion of the annual conventions of the American 
Federation of Labour and of the Congress of Industrial 
Organisations, and the passing of the administrative deadline 
set by the National Labour Relations Board for the filing of 
affidavits and reports under the Taft-Hartley Act, make per- 
tinent a review of the current position of American labour. 
The basic fact affecting its position is that American production 
is currently employing some 60,000,000 people. Only yesterday 
the war-time post-war planners were yearning toward this figure 
as a goal on the upper fringes of the possible, attainable, they 
said, only if American business were prodded out of its attach- 
ment tO an unimaginative normalcy with scarcity just around 
the corner, But these prophets have been denied even the con- 
solations of Cassandra. The honour is going to management. 
In a dark world, the American output takes on the contrasting 
glitter of a cornucopia. 


American labour is now reorganising its methods and purposes 
to suit this situation. Its campaign against the Taft-Hartley Act, 
the law which at once reflects and fortifies the new mood of the 
country, is on its own behalf. More of what it is doing concerns 
matters of direct interest to labour, but of equally direct interest 
to other segments of the population. The emphasis at both 
the AFL and the CIO convention supports the guess hazarded 
when the Taft-Hartley Act was passed, that it might stimulate 
American labour to political activity as the Taff Vale decision 
stimulated an earlier generation of British workers. The CIQ’s 
claim that labour will influence 60,000,000 voters in 1948—the 
similarity with the employment figure is doubtless coincidental 
—calls for a large-scale extension of the doorbell-ringing, 
precinct-by-precinct technique practised by the CIO and its 
Political Action Committee with varying degrees of success over 
the last few years. The AFL decision to organise “ Labour’s 
Educational and Political League” is new. The traditional 
AFL doctrine, of rewarding friends and punishing enemies 
individually is to be maintained, at least to the extent that 
prevents the endorsement of a whole political party, but it is 
not impossible that the new League may decide to endorse a 
Presidential candidate. And the tousing ovation the conven- 
tion gave to Mayor Hubert Humphrey of Minneapolis, poten- 
tial Democratic candidate against Senator Ball, head of the 
joint Congressional Committee on Labour-Management Rela- 
tions established under the Taft-Hartley Act, left no doubt about 
AFL intentions of political activity on the state level, 


The purpose of the League, however, is to be educational 
as well as political in the, narrow sense of winning elections. 
In other words, the AFL sees that it is necessary to make 
friends ‘before influencing people. Budgeting a sum that. will 
run somewhere between one and three million dollars to acquaint 
the public with labour’s cause is precise recognition of the fact 
that labour alone does not have enough strength to put its pro- 
gramme through, 

During the New Deal the liberals courted labour, and made 
a coalition that produced majorities for over a decade. Today, 
labour is courting liberals. To win support from the citizens 
who are not-unionists but just many of them 
people who were alienated by last year’s strikes—emphasis 
must be on issues broader than those of wages, hours, and 
conditions which are labour’s primary concern as a producer. 
Consumers’ issues provide the basis for a community-wide bid. 


of Labour—I 
Editorial Staff) 


Demand for another round of wage increases would be widely 
unpopular. Demand for-action to halt inflation and bring 
prices down is likely to be very popular indeed—and at the 
same time to serve the immediate purposes of labour. The 
CIO resolution on the subject urged the President—eight days 
before he acted—to “ call for an immediate session of Congress 
for the purpose of re-establishing price control on all commodi- 
ae rationing for food, clothing and other necessitiés of 

2 

General resolutions of this sort have been paralleled by some 
local action. Not long ago the United Auto Workers, CIO, 
took measures to bring down the cost of living for its Detroit 
locals by using union money to buy groceries wholesale and 
resell to members at a saving of 10-12 per cent. From this 
beginning has grown a move to co-operate with churches, 
veterans and consumer organisations, ‘postal employees and 
some AFL units in Detroit to raise funds for a co-operative - 
warehouse and a large retail outlet. Supply would be arranged 
through relations with the wholesale co-operatives and farm 
organisations. And in the process, people from various 
segments of life would work with unionists. 


* 


Further co-operation with other groups is likely to be a 
by-product of the UAW’s convention held this week at 
Atlantic City. The background of this convention is perhaps 
worth outlining in detail, as an example of technique in the 
application of trade union democracy. More than any other 
union, the UAW has demonstrated the left-right cleavage 
which is a reality—to an extent frequently unrecognised in 
Britain—in a considerable number of strategically located CIO 
unions, all the way up to national headquarters. Its relations 
with the public, and those of the CIO, have. been prejudiced by 
suspicions of Communist influence.. The Reuther brothers have 
been the leaders of the UAW’s right wing. Mr.R, J. Thomas, 
the former president, and the. secretary-treasurer, Mr..George 
Addes, have been followers of the Communist party. line... Last 
year, Mr Walter Reuther was elected president with a very 
delicately balanced board. A short time, ago, his group seemed 
likely to lose control to the left, through the recommendation, 
first by the jurisdictional disputes committee and then by the 
executive board, that the Farm Equipment Workers be taken, 
into the UAW. The Farm Equipment officers are highly dis- 
ciplined left-wingers ; the union is some 70,000: strong. 

The proposal required ratification by the membership of both 
unions. Acting on the assumption that left-wing successes are 
apt to be compounded of intense and well-maintained energy 
on the part of small numbers of party-liners plus lethargy on 
the part of a majority that would oppose them if the issues were 
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known and clear, Mr Reuther engaged Mr Addes in debate, 
stumping the local meetings prior to the vote. The merger failed. 
The effect of this rank-and-file campaign took Mr Reuther to 
the convention with a strength sufficient t6 defeat moves for 
the re-election of Mr Addes as secretary-tréasurer, and Mr 
Thomas as vice-president. The full election for a new Execu- 
tive Board of UAW has not taken place, but these first defeats, 
along with a clean sweep for the Reuther forces on other votes, 
are of immense importance. They leave the way clear for the 
UAW to register with the National Labour Board, and to obtain 
full recognition under the Taft-Hartley Act. Formerly, Mr. 
Reuther’s insistence upon registration had been blocked by Mr 
Thomas who, as a union officer refusing to sign the necessary 
anti-communist affidavits, could disqualify the entire body of 
UAW workers. The defeat of Mr Addes is equally significant. 


Up from Colonialism 
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He has held office since 1938, and each convention since then 
has provided a fresh demonstration of his personal hold on dele. 
gates. Now, his failure is the signal for re-election of a com. 


pletely new Board on which’ Mr Reuther hopes to place eighteen 


of his. supporters. There are twenty-two members, and the 
Reuther forces last year held only eight votes, to fourteen of the 
Left-wingers. With the party-liners driven from office, the UAW 
is likely to develop its community activities, particularly group. 
insurance plans with,other right-wing unions, and possibly with 
farm organisations. The balance of power throughout the ClO 
will change appreciably, “and in the longer term this may 
change the entire prospect for organised labour, 

(A second. article will review the status of the unions under 
the Taft-Hartley Act, in connection with their organising activi- 
ties and procedure before the National Labour Relations Board.) 


¥ 
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(From a Correspondent in Denver) 


ALK down a business street anywhere in the American 

West between the Missouri river and the Sierra Nevada 
mountains—and you will find that more than go per cent of 
the fabricated and manufactured products for sale in shop 
windows have been brought 1,000 to 2,000 miles, largely from 
the quadrangle bounded by Chicago, Boston, Washington and 
St. Louis. In normal times, eee of the manufacturing 
in the United States is done in this north-eastern quadrangle, 
Here also is the nation’s centre of finance and politics. People 
living outside that area are getting tired of their colonial or 
semi-colonial status. They are largely limited now in the 
economic pattern of the nation to the supply of raw materials, 
which imposes on them a lower per capita income, and therefore 
a lower real standard of living than the industrial sector. Even 
during this greatest crop year of all time, even with farm 
income leading the upward price spiral, Business Week’s study 
of what it calls the Farm West—the 10 states including the 
Missouri River Basin and bordering it on the East—have 
shown that they barely brought their per capita income up 
to the national average, and that only by a combination of 
loss of population during the boom years 1940-47 with the 
higher prices for their products. Further, their present 
prosperity rests on an uneasy crust, for a drought would send 
their production plummeting downward, and every one is aware 
that a dry year, or a succession of them, is overdue. 

How little even war manufacturing has changed the funda- 
mental agricultural pattern is shown by the fact that Missouri, 
the easternmost state in this group, has 40 per cent of the 
group’s entire factory employment. Yet a recent study made 
for the Army engineers asserts that the tri-state area of 
Colorado, Wyoming and Utah contains the greatest energy 
potential in the world in a similar area, counting coal, oil, oil- 
shale, water-power and uranium. The South, of course, has 
an older and deeper complaint, and an even lower per capita 
income, Its economy is even less diversified than that of the 
mountain-and-plain West. The \leade: in the political and 
economic drive for industrial diversification, its aggressiveness 
has brought such victories as this policy has so far achieved, 
such as the freight-rate changes granted by the Interstate 


Commerce Commission in 1945 and confirmed by the Supreme” 


Court early this year. : 

In the West as in the South, local counsels are divided, 
since many of the more influential citizens and institutions are 
in effect agents for the industrial and financial companies of 
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the North-East. But the West is waking up. One awakener 
was the Republican national victory in 1946 which installed 
a Congress dominated by North-Eastern politicians with no 
fondness for devices like the Tennessee Valley Authority which 
might be a drain upon the East.. Westerners are aware that pro 
gress toward diversification has been greatest in those regions 
where large government works have provided low-cost electric 
power, not only in the Tennessee’ Valley but in Southern Cali. 
fornia and the Pacific North-West. Industry is attracted almost 
against its own will, Water falling from the high spine of the 
Rockies, trapped in reservoirs, can provide. several additional 
millions of kilowatts of power if the huge Western irrigation pro 
jects proceed, and these projects promise to be largely self- 
supporting. The reaction. against the cuts in the Federal 
Gevernment’s programme of public works in Western States 
during the last Congressional session, are raising Democratic 
hopes for those states in 1948. 
* 


The situation regarding wool illustrates the current trend. 
About three-fourths of the nation’s wool is produced in the 
12 Western states, including Texas. Still “in the grease,” 
almost all of it is loaded into freight cars and shipped bodily 
across the country to the Boston region—up to 60 per cent of 
the weight thus transported is grease and dirt. Cloth and 
garments made from the wool are then shipped back 1,000 10 
2,000 miles. Public bodies and private individuals are working 
on a programme to carry the western wool industry beyond the 
raw material stage. Until this year, wool to be purchased by the 
government under its buying programme could not even be 
“ core-tested” for quality in the West—it had to be shipped 
to laboratories in Washington, D.C. Now there is a laboratory 
in Denver. The agricultural extension experts of 11 Western 
States also are jointly studying the whole question of wool 
marketing. A pilot plant is to be built in Denver for the scour- 
ing of Western wools and to be followed by the erection of 
similar plants for preparing “ tops” of the finished wool r 
for the textile manufacturer. Once these facilities were available, 
cloth and garments could ‘be made on the spot. Initially, such 
industries would supply the local market; later, they might 
perhaps sell in competition with the Eastern wool and wool 
fabricating industries. in 

What is true of wool processing is comparably true of 
tanning—there are no tanneries or leather-using industries ‘of 
any magnitude in this whole region, despite its millions” 
cattle—and manufacturing based on leather is being 
with great care. Westerners, too, insist that since the country’s 
industry is now largely concentrated in the North-East, in a8 
area little larger than some Western ‘states, national: safetyi 
modern war lies in the encouragement of secondary industrial 
centres so widely scattered that they cannot be obliterated: Ia 
other words, they feel that’ their programme is no longet 
merely self-seeking, but is tied up ‘with national policy. 9 ~ 
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American. Notes 
Administering the Plan 


As the committee reports come home to roost and the 
Marshall plan gets under way, the most. striking fact. to emerge 
is the broad area of agreement on principle between. such bodies 
as the Herter and committees, the Administration, 
and such outside political figures as Governor Dewey. . This 
meeting of minds is reflected in the receding of partisanship over 
the special session’s immediate task of passing judgment on stop- 
gap aid. Mr Marshall has supplied the full picture of the long- 
term programme which Congress wished to possess before it 
determined whether the gap could and should be met. Mr 
Truman has given precedence to the interim foreign aid bill 
over the anti-inflation programme which is so much more con- 
troversial, and the speaker’s quid) pro quo in deferring Mr 
Knutson’s $4 billion tax reduction bill to the regular session has 
done much to clear the way for prompt. and unpartisan action. 
Senator Taft alone has isolated himself in stubborn opposition 
to the orders of magnitude suggested by the Harriman Report 
and Mr Marshall’s testimony on the Congressional Committees. 

On this he sharply parts company with Governor Dewey, whose- 
decision to abandon fence-sitting for a place on the Marshall 
band-wagon is one of the most favourable of present omens, Mr 
Dewey has not only declared that there is no alternative to the 
Marshall plan ; he has aligned himself with those who oppose 
attaching political conditions to foreign aid; and who consider 
that it would be fatal to demand dollar repayment for the bulk 
of the programme. He made, however, no commitments on the 
amount of aid he would support; that nettle has been left to 
other hands. . What his speech does suggest is that much of the 
Republican fire will be concentrated on the administration of the 
plan. He made a most bitter partisan attack upon the incom- 
petence with which the aid programme had been handled in the 
past by the State Department, and demanded that control should 


be taken from,“ social planners who do not know a loom from 
a corn husker,” 
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A Bipartisan Board ? 


American Opinion is virtually unanimous on the need> for 
creating a mew agency or corporation to administer foreign aid, 
to ensure flexibility of operation, and efficient centralised control 
over purchasing, allocations, and control over European progress. 
The Harriman Committee specifically recommended a govern- 
ment corporation, which would be free from: bureaucratic pro- 
cedures, to be headed by a Presidential appointee approved by 
the Senate, and with a Board of Directors which would include 
representatives of the government departments chiefly concerned. 
It would also have an Advisory Board on general policy made up 
of representatives of business, labour and agriculture, rather, in 
fact, like the Harriman Committee itself. Mr Marshall, while 
not committing himself on the question of whether the new body 
should take shape as an executive.agency or enjoy the greater 
freedom of the corporate form, underlined the need for flexibility 
and the desirability of making full use of the experience and re- 
sources of existing agencies like the, Departments of Commerce, 
Agriculture, the Interior, and the Treasury. The control of an 
organisation which, Congress willing, may enjoy wide powers to 
qualify foreign nations for further aid, to scrutinise demands, to 
allocate goods and funds, and to decide how much assistance is 
to be tied or free, is as important as the total amount of aid 
which Congress may grant. It is understandable that the State 
Department, which has fathered and nursed the Marshall plan, 
should want to ensure that its operation which is so central to 
American foreign policy, should be in accord with the main aims 
of State Department policy, rather than in an independent 
compartment. 

At this point Republican views diverge sharply. Governor 
Dewey has demanded businessmen for a businesslike job. The 
Republican party also suffers from a suspicion that in the past 
it has had the short end of bipartisanship ; its members. feel. that 
it has forgone the making of party capital out of foreign issues 
without enjoying, either a fair hand in the originajion of policy 
or a fair share of the credit. The Herter Committee: at -first 
favoured a. scheme, which would have placed the control:of the 
new Buropean. Recovery, Corporation in; Republican hands.) It 
has since come. to sponsor. a. bipartisan board as urged. by 
Governor Dewey, the: 1 to be made by the President 
after consultation, with Republican leaders, A party sttuggle over 
control of the administration of the plan could be very damaging ; 
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and the Administration will no doubt appreciate the necessity 
indeed the inevitability of making concessions, The names of 
former Senator LaFollette; a protégé of Senator Vandenberg, 
and that of Mr Lewis Douglas have already been suggested for 
leading appointments. These skirmishes over control of the 
programme are the most convincing ‘evidence, however, that the 
great question of to be or not to be for the Marshall plan has 
already been decided in the affirmative. ; 


* * * f 


Wheat and Hogs 


In striking ‘contrast to the view taken by the Council of 
Economic Advisers, the Harriman Committee’s report on aid for 
Europe declares that exports, rather than domestic demands, have 
been the primary cause of inflationary pressure. It agrees, how- 
ever, that the grain stock position is extremely serious, and asserts 
that minimum export commitments rest upon: the presumption 
that the United States will experience “ average weather condi- 
tions ” over the next three crop years. In itself, this would seem 
to be an entirely reasonable presumption. _ Unfortunately, one 
bad year could spoil the entire pattern, and this year’s bumper 
wheat harvest has been followed by drought throughout the wheat 
belt, So far, plantings cover less than one-half of planned acreage 
for the 1948 crop, and heavy rains are needed to avoid the certainty 
of a much lower yield next year. 

The immediate prospect for exports looks rather more hopeful. 
While precise figures are riot available, it is understood that the 
Federal government has completed a very substantial i 
of the emergency wheat purchases, and that deliveries are assured. 
Moreover, there are suggestions that carly. estimates. by..the 
Department of Agriculture were rather. generous in their. assess~ 
ments of wheat consumption by livestock. Some time ago, the 
Department suggested that, with a reduced corn (maize) crop, 
livestock would consume no less than 350 million bushels of 
wheat, against 500 millions for domestic food. Much of this live- 
stock feeding represents a quite unjustifiable drain.@n. resources. at 
this stage. Some relief may follow from the fact that the rise in 
the price of corn in recent months has’ brought abour a+ sharp 
decline in the “corn-hog ratio,” - This yardstick measures the 
number of bushels’ equivalent in’ value to 100 1b. of live hog-mieat, 
and the higher the ratio (or the relative cheapness of corn) ‘the 
more profitable does livestock feeding become. The ratio is néw 
12, against 19 last spring. Even this development, however, can- 
not be relied upon to provide sustained relief? With consumers’ 
income at peak levels, meat’ prices will’ remain relatively high, 
and the amount of wheat fed to livestock depends not only upon 
the relationship berween corn and hogs, but also between corn 
and wheat, This year, with corn scarce, and badly distributed 
over the United States, wheat feed for hogs and cattle will remain 
at levels that spell waste, except im terms of abundance. 

The more zealous advocates of control continue to assert that 
the only practicable measure would be for the government to 
impose price ceilings on all livestock, and to penalise fat stock 
by price schedules which discriminate against overweight hogs 
and cattle. On earlier experience of price control, however, such 
a programme would demand the establishment of a2 tremendous 
machine for enforcement, and the farm community and the meat 
packers can no doubt be counted upon to provide a very stubborn 
resistance through their Congressional spokesmen. The President, 
‘it is thought, may be willing to propose fixed prices for grains at 
levels that would discourage livestock feeding of wheat, and to 
provide farmers with tax incentives, so long as they co-operate in 
the government buying programme. But the response of the 
farmer, in turn, hinges upor the prospect for the 1948 crop. The 
Bureau of Agricultural Economics, in an initial survey of that 
prospect, declares that a wheat crop of one billion bushels might 
leave only 200 million bushels of wheat for export, or only forty 
per cent of the projected total for 1947-48. And a billion bushels 
(against 1.4 billion in 1947) would be decidedly better than an 
average crop. . ‘ 


The Political Tide 


The returns in last week’s scattered municipal and: state 
elections have been received with a certain quiet gratification 
by the Democrats, while the Republicans: have insisted, with a 
new vigour, that they are too isolated to have any real political 
significance. . This is-something of a change of tune ; before: the 
election the Republicans were prepared to draw a comfortabic 
moral than the hoped-for results. In Kentucky alone was there 
a campaign waged on any national issues; there the Democtatic 
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candidate for Governor, on a_ platform of support for the 
Administration and opposition to the Taft-Hartley Act, soundly 
beat his Republican opponent. Kentucky is a border state and 
something of a weather-vane ; in 1946 it joined the Republican 
tide by sending a Republican Senator and two Congressmen to 
Washington, and the sitting Governor was a Republican. 
Normally, however it is Democratic; and a return to the fold 
can hardly be counted as more than a sign that the flood-tide of 
Republicanism evident in 1946 has receded from one Demo- 
cratic peak. In other states the Democrats registered a number 
of mayoral victories, and in three by-elections tg the House of 
Representatives, the Republican percentage of the vote declined 
somewhat in each case. The Gallup poll, on the strength of 
these returns, the result in Kentucky, and the Republican victory 
in Pennsylvania in Seprember, estimates Democratic gains at 
§ per cent, but the sample is too small to be reliable. 

More general interest will be felt in a purely Democratic 
‘contest in Mississippi to fill the seat of the late Senator Bilbo. 
vAn open race between five candidates resulted in the election 
of Judge Stennis, whose campaign was as dignified as Bilbo’s 
used to be disgraceful. Representative Rankin, of the Un- 
‘American Affairs Committee, whose proud boast has always been 
that he could out-Bilbo Bilbo, came in last. It will be remem- 
bered that Bilbo used to twit his Northern critics by insisting 
that it was their interference in purely Southern affairs that put 
him in. The lesson was not lost on any of the contestants for 
his toga, who vied with each other in efforts to make enemies 
‘and influence people. There is no reason to imagine that Judge 
“Stennis, in Washington, will fail to adopt the traditional Southern 
attitudes toward a Fair Employment Act, anti-poll tax, anti- 
4ynching or anti-discrimination legislation. But it is to his 
‘credit and the credit of the Mississippians who voted for him 
-that not once did he raise the issue of “ white supremacy.” 


* * * 


‘Defeat for PR 


The system of proportional representation was on trial in New 
York and Cincinnati last week for the third time, In the Ohio 
city, PR held its own by a substantially wider margin than in 
earlier elections, but in New York, its largest laboratory, there was 
an almost two-to-one majority against retention. In both cases 
the results seem final ; in Cincinnati the Republican leading the 
opposition promised that there would be no more attempts to 
oust PR. Democrats and independent Republicans had rallied to 
its support. 

In New York the Republicans, who under Mayor La Guardia 
had repulsed two attempts to repeal PR, joined with the Demo- 
crats against the minority parties and civic groups. Their chief 
argument was that PR had discharged all too effectively its func- 
tion of guaranteeing minority representation: that a City Council 
of 23 containing two Communists, two American Labour Party 
men, two Liberals (right-wing Labour) and only three Republicans 
and 14 Democrats grossly over-estimated the strength of these 
independent and splinter groups in the city. The fact that two 
Communists were elected to the Council in 1945 gave the major 
parties an opportunity to denounce PR as “a handy tool of Com- 
munists and Fascists” and to paint its elimination as a return to 
traditional Americanism. _When PR was adopted in 1936, the new 
Ciry Council replaced a Board of . Aldermen consisting of 64 
Democrats and one lone Republican—a one-party system under 
the control of Tammany, Under PR, the pendulum swung to the 
other extreme. 

In addition to the question of fair representation, it was claimed 
that -voting in large constituencies meant that few voters knew 
their candidates ; that the system was so complicated that a fifth 
of the ballots were invalid ; and that PR has not appreciably raised 
the average ability of Council members. New York, because of 
its bigness, its vast minorities, and its energetic and ingenious 
Communists, has proved a less favourable testing ground than 
Cincinnati. The immediate political effect.in New York is to dis- 
solve the coalition between the Democrats and the American 
Labour Party built up by Mr Roosevelt. 

The new system will replace the boroughs (of which there are 
five in the city) as a voting unit by 25 State Senate Districts. The 
next election will be held under it in 1949. Under majority rule 
it seems likely that not only the Communists, but other inde- 
pendent parties will lose their representatives, including several 
able independent . The burden of proof is now on 
the victors 10 show that the repeal of PR will lead, not back to 
the bad old times, but to a better version of the two-party system 
embracing a vigorous minority. 





THE ECONOMIST, November 15,.1947 


Wall Street and Profits 


Over the first half of the current year, company profits cop. 
tinued to provide a generous—though by no means 
generous—reflection of the post-war boom. Estimates made 
the Department of Commerce show that, at seasonally adjusted 
annual rates, profits before taxes increased from a level of $> 
billion at the end of 1946, to $29 billion in the first quarter of 
1947, and declined again to about $27.5 billion in the secong 
quarter. vs 

These comprehensive figures conceal a cons:derable disparity 
in the experience of the various groups. Railroad earnings, for 
example, are relatively good, but are now far below war ley 
while the domestic aif transport companies are going through a 
very awkward patch. In such groups as oil," coal, automobiles, 
and machinery, however, profits are now running at very hi 
levels, more particularly when comparison with 1946 is with a 
period when reconyersion problems and material shortages were 
especially acute. Detailed figures are not available for the third 
quarter, but individual reports have been entirely satisfactory, 
and ete rates are now decidedly higher than for any previous 
period. 

The figures to June 30th, however, throw considerable light 
on Wall Street’s sustained refusal to discount present profits on 
any generous scale—the Dow Jones average of industrial stocks is 
still considerably below the prewar peak. Inventory profits, for 
example, have been exceptionally high in relation to total profits, 
although they show a considable decline from the fourth quarter 
of 1946 which brought the end of price control. By excluding 
these non-recurring profits, total earnings for the last quarter of 
1946 would be reduced from an annual rate of $27 to below $19 
billion, and for the first six months of 1947 from a rate of $27.5 
to nearly $23 billion. 

Similarly, although dividend payments are now relatively high, 
they represent a Jower than normal share of distributable profits, 
Of profits totalling $8.5 billion after taxes in the first half of 
1947, less than $3 billion was paid out in dividends, and $5.5 
billion retained. And the wisdom of this conservative policy ts 
shown by the fact that retained profits and depreciation funds 
totalling $7.5 billion were only just sufficient to meet expenditures 
on new plant and equipment, while industry was called upon to 
finance additions to its inventories to the tune of $4 billion, pro- 
vided by temporary bank finance, or by new issues. 

These figures go quite a long way towards providing an explana- 
tion of the fact that, over a wide range of industrial companies, 
dividend yields are as high as 5 per cent in marked contrast to 
the exiguous returns available from Treasury and first-grade com- 
pany bonds. The immediate outlook is good enough, and Wall 
Street may well move higher before the turn of the year, if only 
to keep pace with the stili-advancing rate of dividends. But the 
professional and institutional type of investor is scarcely likely 
to let optimism outrun caution at this belated stage of a trade 
cycle, more especially when all responsible authorities are begin- 
ning to display concern, and when mounting consumer protests 
may even force a reluctant Congress to support the President’ 
demand for more effective inflationary controls. 


Shorter Notes 


President Truman will probably avoid a major clash on the 
issue of 1ax reduction during the Special Session of Congress, A 
threat to reintroduce the Bill, defeated last summer, for reductions 
totalling $4 billion had been made by Mr Harold Knutson, chait- 
man of the House Ways and Means Committee, who was 
ported by Senator Taft. Last week, however, Mr Joseph Martiti, 
speaker of the House of Representatives, said that the programme 
for stop-gap aid and for price legislation would not leave time 
for tax debates, and it is believed that his party will support the 
President, at least to this extent. 


* 


Voters continue to support liberal plans for bonus payments 10 
ex-service men. Apart from the very large sums already 
by the Federal Congress, State legislatures have approved sub- 
stantial payments, and municipal elections in New York and Ohio 
have now brought authority for further grants totalling $700 
million. “Bond elections” in other States will raise the sums 
authorised to beyond $1 billion. While this sum is not very large 
in relation to national income, its cumulative effect may be m 

ful. f — liatel the di s 


cash for Terminal Leave Bonds, and the general relaxation of 
controls formerly covering consumer (hire-purchase) credits ~ 
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“BEHIND THE IRON CURTAIN” 
IN BOOKLET FORM 


By popular demand, the _xceptional series of articles which four 
crack New York Herald Tribune correspondents produced after a 
survey of eight eastern European countries is now reprinted in 
special booklet form for sale throughout the United Kingdom. 


LEARN THE FACTS ON: 
The Role of the Soviet Army 
The Pattern for Power 
Sources of Communist Strength 
The Opposition 
The Threat to Civil Liberties 
The Battle of Ideas 
United States Policy 


PRICE 6d. Post Free. 


ORDER YOUR COPY TODAY THROUGH YOUR 
LOCAL NEWSAGENT OR DIRECT FROM THE SOLE 
DISTRIBUTORS : 


STAPLES PRESS LIMITED, 
34, Wigmore Street, London, W.1. Tel. : WELbeck 1146 


Supplies in large quantities at special prices 
are available to organisations or corporations. 
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T Il in to-morrow’s world 


As soon as the war in Europe ended, special missions 
were started by TI to every country where they saw a 
possible market for British light engineering products— 
during the past year no fewer than seventeen such visits 
were paid. 

These were much more than trading missions in the im- 
mediate sense of the term. They were composed, not of 
salesmen, but of technicians. Their task was not to exploit 
the abnormal shortages which obtain to-day, but to as- 
certain the long-term needs, the special problems, in each 
market and to decide how those needs and problems 
could be met. They were to found a technical service 
which would endure. 


The mass of information gained by these experts will be put 
to increasing use as production expands. Theirs were 
embassies to the world of to-morrow . . . for TL believe 
that to-morrow only value and service will tell, and that 
to-morrow is coming fast. 


ways than may be realised. The component companies 

made their own reputations in the fields of precision tubes, 
bicycles, electrical appliances and cables, wrought light 
alloys, nent vessels, metal furniture and paints—the 
whole is ; 






Tube Investments Ltd., 3 Grosvenor Square, London, W.1 





You can telephone a cable just as you do an inland 
telegram, Just phone your nearest Cable and Wireless 
office or ask exchange for “Foreign Telegrams” and 
dictate your message. 





ViA IMPERIAL 


Cable and Wireless Ltd., Electra House, Victoria Embankment, Loadoa,.W.C2. 
Telephone : Bar 8494 


WHEN LETTERS AWAIT ATTENTION CABLES DEMAND IT 
eevee cecetnceraesinint oN AEE Te LCT eS RENN AS NARMS 
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THE WORLD OVERSEAS 





Mr Molotov’s Christmas Box 
(By a Correspondent) 


T was with a singular lack of élan that the thirtieth anniversary 
of the Bolshevik Revolution was celebrated in Moscow last 
week. Wind and rain swept the Red Square and compelled the 
organisers of the celebration to shorten the traditional march past 
of soldiers and civilians, and to cancel the parade of the Red Air 
Force. Marshal Stalin was not to be seen at his usual stand on the 
Lenin Mausoleum, from which, six years ago, he reviewed the 
parade of hurriedly improvised divisions, which marched straight 
from that parade to the front, then on the outskirts of Moscow. 

In Mr Stalin’s absence, Mr Molotov addressed the Moscow 
Soviet in a long, dull, repetitive speech which would have lulled 
to sleep any audience less hardened for such occasions than are 
the people of Moscow. There was a strange contrast between the 
lifeless and colourless character of the peroration and the great 
and full-blooded drama of thirty years ago which it was supposed 
to commemorate. Rarely has a nation undergone more profound 
and violent changes within a single generation than have the 
Russians ; and rarely have the leaders of any nation been more 
incapable than are the present Russian leaders of uttering a single 
inspiring phrase or a single. new generalisation about the great 
events of which, in part, they have been the makers. 

The interest of the Russian public as well as of the world 
outside has been concentrated, not on the commemorative aspects 
of the occasion, but on the statements end hints of a topical 
character that have been thrown out in Moscow. In Russia the 
political Father Christmas makes his appearance in the first week 
of November ; and he could not fail to bring some gifts this ycar, 
too. Thus, the Russian people have learned about the general 
improvement of their economic situation. The plan for this year 
is being fulfilled, although the earlier promptings that this year’s 
plan be carried out seven weeks ahead of schedule and finished 
in time for the anniversary had proved ineffective and were 
dropped some time ago. It is none the less a fact that the worst 
of the initial difficulties which hampered postwar recovery have 
been overcome, Coal output has reached prewar level, even 
though some of the coal pits in the Donetz basin are still under 
water. But the rehabilitatiom of the Donetz Basin has gone 
ahead with remarkable speed ; and this, together with the opening 
up of many new coalfields in other parts of Russia, accounts for 
the recovery of the coal industry as a whole. This has been no 
mere anniversary boast. 

So the basis has been laid for a quicker expansion of other 
industries, although the output of iron, steel and timber is still 
falling short of expectations. The rebuilding of the destroyed 
cities of the Ukraine and Byelorussia has hardly made any real 
progress ; but, in contrast to this, the re-housing of millions of 
homeless peasants, which has been left to the local initiative of 
the kolkhozes and has been carried out with local resources, has 
gone ahead very rapidly. 


Secret of the Grain Crop 


The rehabilitation of agriculture has been another anniversary 
theme. This year’s crop is stated to have been §8 per cent more 
than last year’s. The amount of the crop has not been published 
—this is apparently considered to be “an important state secret.” 
Grain is, as it were, Mr Molotov’s diplomatic ammunition ; and 
he apparently does not want the world to know just how much of 
it he may be able to fire against. the big guns of the Marshall 
Plan. On a hypothetical calculation one may venture the guess that 
this year’s grain crop has been 7o or 75 million tons, roughly 
three-quarters of an average prewar harvest. In view of the 
enormous devastation which Soviet farming had suffered in the 
war and afterwards, this would be an impressive achievement, 
obtained thanks to favourable weather as well as to effective use 





The best crops and grain deliveries have been reported from the 
Ukraine, while Siberian farming has had to contend with un- 
expected difficulties. The administrative pressure has been 
stronger in the Ukraine—where Mr Kaganovich has been in 
charge of the agr.culrural campaign—than elsewhere. But the 
better crop in the Ukraine may also have been due io the fag 
that so much of the land there has been lying fallow for several 
years. On balance, the improvement in farming has been sufficient 
to relieve the food situation in Russia and to yield some surplus 
which can be disposed of abroad. But in order to secure that 
surplus the Government has so far had to maintain the rationing 
of bread at home. Abolition of rationing which was forecast, has 
not been among the anniversary gifts. 


War Wounds Healing 


Against this back of economic improvement Mr 
Molotov could rightly claim that Russia was beginning to heal 
its wounds. He would still have been on not very shaky ground 
if he had merely stressed the long-term advantages of a planned 
economy over the vagaries of uncontrolled trade cycles. But he 
went farther and, in accordance with a time-honoured custom, 
he portrayed a crude picture, al] in black and white, of contrasts 
between Soviet “ prosperity” and the economic miseries of the 
capitalist world. This part of his peroration could hardly have 
sounded convincing to those millions of Russian ex-servicemen 
who, during their advance into Europe, were dazzled by the 
standards of living in foreign lands. But it is precisely Russian 
society’; incipient awareness of just how low its own standard of 
living has been that impels Russian propaganda to dwell, with 
such ridiculous over-emphasis, on all the real and imaginary 
shadows in the capitalist economy. 

Mr Molotov analysed the international situation in terms of 
a world-wide competition between Socialism and Capitalism. 
This was once the accepted angle, from which all Bolshevik 
spokesmen viewed the world’ situation. There would be no 
novelty in Mr Molotov doing it again, if it were not for the fact 
that, in the course of the last few years, international relations 
were treated in Moscow in terms of a conflict between demo- 
cratic and anti-democratic forces, rather than directly between 
Socialism and Capitalism. The pristine Bolshevik formula was 
revived by Mr Zhdanov in his speech at the foundation meeting 
of the Cominform in July ; in a somewhat softened form it was 
adopted by Mr Molotov. 

As a result of the second world war, Mr Molotov argued, 
Capitalism has been weakened and Socialism strengthened— 


““ all roads lead to Communism.” As a profession of faith or 


an enunciation of a broad historical view, these words were quite 
natural in what was after all a eulogy of the first victorious pro- 
letarian revolution. But Mr Molotov failed to relate his abstract 
evaluation of the historical trend to the concrete and current 
facts, especially to that truly international swing to the Right 
which has been revealed in almost every recent election outside 
the Russian zone of influence. In the very long run, maybe, all 
roads lead to Communism. In the short run, most roads seem 
to lead away from it. It is not clear to what an extent the 
makers of Soviet policy are aware of these realities of the inter- 
national situation. 

It is most likely that they have resorted to the old formulas of 
class struggle, not so much because of any genuine interest in the 
social outlook of other countries, as because of their uneasiness 


tri that the ‘competition ‘of the two systems must lead t0 
their armed conflict. But, in the event of armed conflict, t 
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tionary propaganda and to confine themselves to much vaguer 
“ anti-fascist” appeals. They counted on the assistance of their 
capitalist allies ; and that assistance was, in their eyes, a factor 
of greater and more real importance than any hypothetical 
response Of the German working class to revolutionary Com- 
munist appeals. The position in the case of a war between the 
USSR and the USA would be very different. In such a conflict 
Russia could hardly count on any capitalist allies. The alignment 
of forces would then, in the Soviet view, correspond much more 
closely to a straight and fundamental division of classes and 
class-interests, in which the Soviets would be compelled to try 
to arouse the working classes of foreign lands for their “ last and 
decisive battle.” 

The weapons of purely Communist ideological warfare have 
been left rusting in the Comintern storehouses ever since the 
days when Russia joined the League of Nations, and when the 
Communist parties formed Popular Fronts with Social Demo- 
crats and bourgeois liberals. Now some of those weapons are 
being brought out of the storehouses, cleaned and prepared for 
use, just as the somewhat rusty weapons of anti-Communism 
have been taken out of the arsenals of the west. However, 
ideological warfare is by its nature slow, far too slow for the 
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atomic age. The forging of atomic weapons takes precedence 
over the sharpening of the ideological ones: Mr Molotov’s 
anniversary audience therefore accepted with thunderous 
applause his enigmatic hint, which vaguely suggested that Russia 
may have actually broken the American monopoly of atomic 


weapons. 

The hint has been followed by foreign comment to the effect 
that Mr Molctov was merely bluffing, as well as by reports about 
the first demonstration of a Russian atomic bomb, which 
allegedly took place in the vicinity of an Atomgrad, somewhere 
in Asia. Speculation on this point is highly unprofitable. The 
Soviet leaders are certainly masters at putting on poker faces ; 
and it may be as erroneous to believe that they already have 
the atomic ace as to assume that they cannot possibly have it— 
yet. Amid all this rattling of ideological and atomic weapons, Mr 
Molotov was at pains to assure the outside world that its meaning 
was purely defensive, and that Russia’s desire for peaceftil co- 
operation with her wartime allies was as strong as ever. In the 
present state of war fever there ‘is a tendency in the west to 
dismiss these assurances wholesale as insincere talk. Will not 
history say one day that this was the most tragic fault of in- 
attention ever committed by statesmen ? 


The Karens and the Future 


(By a Correspondent lately in Burma) 


W ILL the beginning of Burmese independence lead to civil 
war? The question can best be answered by the Karens, 
the largest racial minority in Burma, whose earlier demands for 
complete autonomy have not been met. They have been given 
partial self-government within the Union of Burma in a Karen state 
containing a small proportion of the Karen race, but important 
groups of Karens refused to take any part in framing Burma’s 
new constitution, 

To understand the present position of the Karens one must 
know something of their past. Claiming to have entered Burma 
with the Tai-Chinese migration wave about A.D. 600, they were 
later driven by the Burmese into the mountainous country to the 
east of Burma and south of the Shan States. Here they lived 
for centuries in isolation, nursing a sullen hatred of their 
despoilers, who in turn treated them with scorn, labelling them 
the wild cattle of the hills. In the almost trackless mountain 
wastes that became their home the Karen tribes developed the 
intense reserve and suspicion typical of any self-centred com- 
munity living by a subsistence economy. Like all other hill races in 
Burma their customs, dress, and even their language developed 
in different directions, so that now some groups cannot under- 
stand each other. Each little village community became ever 
more self-contained ; reciprocal obligations between neighbours 
and relatives developed great importance; mutual support in 
adversity became a commonplace ; honesty a natural virtue ; and 
theft and similar forms of trickery were almost unknown. Isola- 
tion enforced marriage within the community, leading to a still 
greater sense of exclusiveness. 

When the British annexed Lower Burma and set free large areas 
for peaceful cultivation, many thousands of Karens moved down 
to the plains and settled amid Burmese immigrants from Upper 
Burma, in the Delta of the Irrawaddy, in the Insein, Pegu, and 
Tharrawaddy districts north of Rangoon, and in the plains of 
Tenasserim. ‘Though they established themselves firmly and 
prosperously, they did not mix with their neighbours. Like 
blobs of oil on water one finds Karen hamlets dotted among 
Burmese hamlets, and Karen quarters set apart in larger villages 
and towns. 


Beginnings of Separatism 


The extraordinary enthusiasm with which they embraced 
Christianity set them further apart from the Burmans. Always 
believers in a Supreme Being, Y’wa, and told in prophecy that 
he would return the Sacred Book by the hand of a white brother 
beyond the seas, they hailed the first American Baptist Missionary, 
Adoniram Judson, as the promised messenger. Thousands 
adopted Christianity in the stern puritan form dispensed by the 
early Baptists, enshrining their natural honesty, chastity and 
goodness in a casket of Victorian propriety which added fuel to 
the scorn of the easy-going, pleasure-loving Burmese. 

As time went on the Karens, slower thinking and less “ exam- 


minded ” than the Burmese, fell behind in the race for the govern- 
ment posts which both unwisely worshipped as the supreme goal 


of the intelligent. _ Feeling that their own, officials, with their 
rigid honesty and conscientiousness, gave better value than their 
Burmese rivals, the Karens made-serious efforts to secure special 
treatment in the allocation of posts. Through the writings of Sir 
San C. Po, they first voiced their conviction that their only hope 
of real advance lay in territorial separation from the Burmese. 
Thus, in 1928, the idea of “ Karennistan” was born. Perhaps 
unwisely, our administration ignored it as too controversial. 

Then came the war. With the advancing Japanese was a 
ruffianly horde of Burmese hangers-on, looting, burning, murder- 
ing Indians, British, Karens and their fellow Burmans with equal 
impartiality. They were responsible for savage massacres of 
Karen men, women and children, undoing in a few weeks the 
work of half a century. Though the Japanese-sponsored Burmese 
government sent out a “ Karen Peace Mission,” it was unable to 
still the wave of bitterness and despair that-filled-all- Karen hearts. 

Meanwhile some 15,000 Karens were armed by the British to 
fight the Japanese. In 1945 they. launched an attack which rivals 
the deeds of any guerillas in any theatre of the Second World 
War, and established at long last a sense of national manhood, 
a feeling that they were able to master their enemies and fight 
their own way to their national goal. For the first time Karen 
requests became Karen demands. Backed by this new-found 
confidence, the “ Karennistan” issue became serious. 


Cold Welcome in London 


Karen agitation was intensified by the first suggestions that 
Britain would not object if Burma opted to leave the Common- 
wealth, a prospect wholly repugnant to most Karens. Their 
earliest claims, published in July, 1945, were very ambitious, and 
included Karen settlements in Siam. They argued that victorious 
Siam had annexed large slices of the Shan States as its reward. 
for helping Japan, and therefore it was logical to exact a quid 
pro quo by carving out of defeated Siam any areas populated by 
Karens. 

To all suggestions that the division of so small and weak a 
country as Burma was dangerous, the Karens replied that in a 
separate state peopled by peace-loving Karens, with an outlet 
to the world through the port of Moulmein, there would be far 
greater security than could ever be found in co-existence with 
the Burmese, whose history was one long tale of strife, anarchy 
and unrest. To protests that they could not expect the large 
Talaing, Burmese and Indian groups in Tenasserim to accept 
Karen domination, they replied that since the Burmese expected 
Karens in the Delta and elsewhere (there was never any talk of 
mass migrations) to accept Burmese domination even where Karens 
were in the majority, they should concede a similar privilege to 
the Karens in Tenasserim. To doubts about the economic via- 
bility of such a state, they pointed to the assets of Tenasserim 
and the Karen hills—wolfram, tin, salt, timber, rubber, hydro- 
electricity, and spoke of developing the Ataran and similar valleys 
for rice export. ; : m7 

In their anxiety to secure the gift of territorial freedom from, 


806 


a still-grateful Britain, the Karens completely ignored the need 
to associate other dwellers in the proposed Karen State with their 
plans, and thus ruined their hopes of securing official attention 
from the start. 

Their goodwill mission to England returned discomfited by 
its reception, and in due course the Karen National Union, formed 
by the fusion of the Karen National Association and the Karen 
Central Organisation, repudiated the Attlee-Aung San agree- 
ment. The elections for the new Constituent Assembly were 
boycotted by all except a group of young men who had thrown 
in their lot with the Burmese leaders. All the Karen representa- 
tives eventually “ elected ” were Burmese nominees. The Burmese 
cannot be blamed for this manceuvre, for they feared that any 
obvious breakdown in the election machinery might jeopardise 
their own chances of freedom. No one now knows where the 
Karens stand, or what is the strength of the opposition to the 
new regime to which the nominated delegates have given their 
assent. 

The present proposals are that the Salween district and certain 
other contiguous Karen areas, together with the Karenni States 
(which have now agreed to join) should be formed into a Karen 
State with limited autonomy, and that the interests of other 
Karens living among the Burmese (e.g., in the Delta) should be 
given special protection. This is substantially the 1945 official 
proposal, then turned down by the Karens as not going far 
enough, and by the Burmese as going too far. It is not perfect, 
but it does give the Karens a homeland to call their own, and 
on which they can lavish their keenly felt desire to build up an 
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administration and a way of life conforming to their own ideals. 
If its boundaries are not restricted to the unproductive hill country 
it may achieve material progress, and so take the heat from Karen- 
Burmese relations elsewhere. 

Freedom to go to “a better ’ole” would do much to still the 
panic in isolated Karen communities in Burma during the periodic 
Burmese outbursts of xenophobia. With goodwill on both sides 
the proposals can work ; without it there is no hope for peaceful 
relations. 

The initiative rests with the Burmese and must be sustained. 
British success with Burma’s hillmen was not fortuitous. It came 
because we were determined to get to know and to love them. 
In spite of setbacks, of treacherous attacks, even of prolonged 
warfare, we never lost the will to be friends. The Burmese must 
seek mutual understanding with equal patience and forbearance. 
The Karens, on the other hand, must relax their over-suspicious 
isolationism and show greater willingness to mix on tolerant terms. 
In accusing the whole Burmese race of being in effect a “ nation 
of spivs,” they forget that sanctimoniousness can be as exasper- 
ting as any other human frailty. 

Britain, too, must play her part. The Karens gave the British 
unswerving loyalty ; they must never lose their affection. Since 
Britain is d to setting Burma free and can no longer 
give the Karens her protection, she must look to their material 
progress. She must establish trade contacts with their newly 
formed. co-operatives, and offer them a share in British interests 
in Burma and in training facilities in England. Only by im- 
proving their worldly wisdom and by standing on their own feet 
can the Karens ever hope to achieve their just ends, 
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Soviet Stakes in Hungary—il ~ ° 


The Three Year Plan 


BY A CORRESPONDENT 


Tue Hungarian Three Year Plan contains certain indications ag 
to the percentage share of the joint companies in Hungary’s tor} 
economy. The Three Year Plan provides that altogether 6} 
billion forint will be employed for investments. According to 
this plan the Soviet Union will contribute 150 million forint for 
investments in the joint companies. This is about 2} per cent 
of the total capital investment foreseen by the plan. As the 
Soviet Uriion owns 50 per cent of the joint companies’ shares, the 
same amount for investment will have to be produced by! Hun- 
garian capital. Thus, the total investments of the joim. com: 
panies represent not quite five per cent of the sum which the 
Three, Year Plan provides for the Hungarian economy. This figure 
more or less confirms the assessments based on the participation 
of prewar German capital. Soviet control through the joint com- 
panies affects 5 per cent of Hungary’s economy »i which, however, 
only 2} per cent are actual Russian holdings. One can assume 
that another 2} per cent of capital invested in other Hungarian 
companies, banks and trading corporations, represents the balance 
of Russian capital interest in Hungarian economy. 

Even if one assumes that Russia’s present share does not exceed 
the former German share, her influence 1s more intensive. German 
influence was scattered among a number of financial groups and 


investors: the Soviet Union exercises her influence as a single 
shareholder, 





Hold on the Credit Bank 


Russia’s economic hold on Hungary has been also strengthened 
by her participation in the Hungarian Credit Bank, by taking 
over shares formerly held by the Dresdener Bank, representing 
altogether 18 per cent of the capital. Again, in the past, foreign 
capital, first French and later German, which had this same share 
in the Credit Bank was satisfied by representation on the Board; 
now Russian capital also demands full representation in the Bank’s 
actual management, by the appointment of a Russian deputy 
governing-director. 

The Hungarian coalition government is now preparing a bill 
for nationalisation of the National Bank as well as the two largest 
banks, the Credit Bank and the Commercial Bank, which together 
have a controlling interest in about 60 per cent of Hungarian 
industry, The nationalisation will not affect, however, the par- 
ticipation of foreign capital.. The banks will remain. independent 
limited companies. Only the shares owned by Hungarian investors 
will be taken over by the state, whereas the foreign holdings re- 
main unaffected. The majority of the share capital will of course 
be held by the Hungarian state ; nevertheless foreign capital will 
continue to exercise a certain influence. In the case of the Credit 
Bank there will be an interesting combination of three partners: 
the majority of the shares, about 7o per cent, will be held by the 
Hungarian state, the second largest shareholder will be the Soviet 
Union with a holding of about 18 per cent, and the third partner 
with about 12 per ‘cent will be the British Rothschild group. 


New Reparation Claims 


At the beginning of this year a new Russian claim based on 
the Potsdam agreement was made for about $230 million, exceed- 
ing the nominal Russian reparation claim. 

During the war Hungary had a clearing agreement with 
Germany. At the time of her collapse Germany owed over $600 
million to Hungary, whereas Hungary’s liabilities to Germany 
amounted to about $200 million. Thus there was a credit balance 
of about $400 million in favour of Hungary. According to the 
provisions of the peace treaty Hungary had to renounce all her 
claims from Germany. It was naturally understood that this 
referred to the Hungarian credit balance on the clearing account. 
The Russians, however, had a different interpretation. They tried 
to revive this so called German asset of over $200 million, not 
withstanding the fact that it was wiped out by German liabilities. 


cessions. The object of these negotiations is to settle if possible 
all aspects of transfer of former German property in order to 
end the present state of uncertainty. re 
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To those who are struggling to moderate their smoking, we 

suggest that the transition can be made smooth and pleasur- 

able by a change to Rothmans Pall Mall de Luxe—a 
delectable blend, too good for chain smoking. 


THE BEST-KNOWN TOBACCONIST 
IN THE WORLD 





A magnificent 
present for men 


A YEAR’S SUPPLY OF THE FINEST 
RAZOR BLADES IN THE WORLD 


Here is a brilliant gift suggestion 
—a year’s supply of Personna 
Blades, the most superb shaving 
instruments ever devised. Made by 
master cutlers from selected steel. 
Rendered rust-resistant by the 
Krauman process. Their extra 
keen edge is hollow ground. Each 
blade is leather-stropped and 
passes 17 rigid inspections before 


it leaves the factory. Each blade 
is specially wrapped to keep it in 
perfect condition. The Personna 
Gift Box contains 50 double-edged 
blades, sufficient for at least 365 
magnificent shaves. The special 
outer carton carries address space 
“eno paper or packing necessary. 
Available at the best barbers, 
chemists, and stores, for 25/-a box. 
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% 7 specially trained crew 


at your service 


*%& 28 flights weekly: 
Middle East —Europe— America 


% Special sections for SK YCARGO 
on every flight 


Your Travel Agent 


TWA Agency Led., 106 Regent Street, London, W1 + Telephone: REGent 321) 








lime 
marches on! 


Midway between the Future 
and the Past, 
I can look back to bygone 1820. 
Today may be austere, 
but it won't last— 
Here’s looking forward to 
the age of Plenty! 


JOHNNIE 
WALKER 


Born 1820 — still going strong 


© Mine 
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The..Tax 


N the detail as well as in the broad shape of his Budget, 
Mr Dalton has fulfilled all too faithfully the pessimistic 
forecasts advanced in these columns last week. He has wholly 
ignored the inflationary “ gap” which already exists, and has 
focused exclusively upon the “new situation”—the additional 
inflationary pressure—which will result from the declining 
volume of consumption goods available to the home market. 
He has therefore wholly escaped the thorny problem of present- 
ing a pro forma national balance sheet ; there is no attempt to 
estimate the prospective balance between savings and invest- 
ment, nor even the extent to which, on Sir Stafford Cripps’s 
programme, the gap between them will be widened» The task 
which the Chancellor set himself was simply. to produce a 
“ considerable ” additional revenue, without attempting either to 
justify or explain the particular sum at which he aims. 

The result is a prospective additional revenue of only £33 
million im the currént financial ‘year and £208 million in a full 
year, To the first figure; howeverjthere must be added a possible 
£15, million from accelerated Collection of existing tax arrears 
in conséquence of the imposition of an interest charge of 3 per 
cent. The £208 million expected in a full year comes from five 
main groups of taxes. A doubling of the rates of Profits Tax is 
to produce £47 million after allowing for the resultant loss in 
income tax ; a penny on beer and moderate increases on wines 
and spirits provide £56 million ; purchase tax provides £80 
imillion ; a new tax on tote dog-racing and pool betting, £15 
million ; and an indirect tax on advertising, £10 million. 


Purchase Tax 


Most surprising, perhaps, of Mr Dalton’s detailed proposals 
are those relating to Purchase Tax. It had been generally 
assumed that it would.be impossible to secure any really large 
additional revenue from this source without a Wide extension 
of the range of the tax, principally because the existing tax did 


not affect significantly goods normally regarded as necessaries, © 


and because the supply of many. categories of taxable goods 
will in any case be drastically reduced by the new export 
quotas. But im fact the range of tax is not changed at all. 
The Chancellor expects to secure a substantial sum by undis- 
criminating increases in the existing rates, as follows :— 


Existing. Rates New Rates 
(% of Wholesale Value) (% of Wholesale Value) 
16% 33 
35} 50 
665 75 
300 125 


From these additions £10 ‘million is expected in the current 
year, and £80 million in a ‘full, year; the large disparity between 
the two figures naturally ariegs from the fact that the increases, 
although taking effect last Thursday, will not operate fully until 
stocks already delivered by registered manufacturers and whole- 
salers have been exhausted. JThe increasé assumed in a full 
year, it is interesting to note, is the same a§,that for which 
Mr Dalton budgeted last April (on the basis of unchanged tax 
rates), because of the yy oe 3 mpplies of goods by 
comparison with 1946/47 at least the equivalent 
of that expected increase in supplies will now be lost as a result 


of diversions to export, and one is left in doubt whether the 
additional revenue for which the now budgets is 
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Changes 


It will be noted, however, that the biggest proportionate 
increase in duty occurs in the lowest tax bracket, so that the 
burden of the changes falls upon categories of articles which 
may be presumed to have the minimum elasticities of demand, 

Evidently, the changes are designed in the hope of 
revenue rather than of checking consumption, for though the 
scope of the tax has not been extended, its centre of gravity 
is shifted perceptibly nearer to the “ necessary ” groups. But, 
even granted this objective, it is surprising that an attempt 
has not been made to use the tax, in selected cases, as a specific 
instrument to divert particular goods to export. Not only are 
the changes quite unselective, but in the luxury categories— 
which, presumably, include some important potential earners 
of dollars—there is the minimum additional impost. If people 
were already prepared to pay the price dictated by a 100 per 
cent rate, they are not very likely to be deterred by 125 per 
cent, In the, detail ofits tax proposals, as. well. as in the 
timidity which they show in general, the,Government is. plainly 
seen to be counting still upon the efficacy of its physical con- 
trols and quota systems to deprive the consumer of the goods 
which must now be exported, Yet, given the failure,0 use this 
Budget as a ‘means of mopping up any really Jarge volume of 
purchasing powefr;»there .was-—the -greater™need to pay close 
attention to the problem of mere diversions of spending power. 
To the extent to which these purchase tax increases do succeed 
in restraining demand for the taxed articles, there will simply 
be a greater pressure on the huge range which remains tax-free. 


~~~Profits Tax 
The Gathers estimate that the Chancellor might. double the 
existing rates of Profits Tax proves to have been accurate, 
The rates are to be raised, with effect from January 1, 1947, 
to 10 per cent on undistributed profits, and to 25 per cent on 


distributed profits. ee ed siccedy Rae Paty wel 
discounted in share prices. 


TasL_e. 1l—Low GEARING 


Profits :—4£100,000 gross all distributed, less tax at 9s. (/45,000)= 
£55,000 after tax, 


Capital -—{1,000,000 5% Pref. and»¢1,000,000 Ordinary, 
(i) Pre-April Budget :— ‘ ; 











Pref. div. (met)........ 27,500 
Ord. div. (met) ........ 27,500 = 5% gross 
* 55,000 
(ii) April Budget :— 
Profits tax (124%) 12,500 
Income tax on balance. 39,400 
—— % 
elles, a © 51,900 Pf. div. (net) 27,500—3} gross 
Balance.....:. 48,100 Od. div. (net) 20,600 
(ili) November Budget :— 
Profits tax (25%)... os 25,000 
Income tax on balance... 33, 35.1 
EOE ano cities 58,750 Pf. div. (net) 27,500. %* 
Balance.,..... 41,250 Od, div, (net) 13.750=2} gross 


-_— 
The incidence of the increased rate of profits tax on ordinary 
shares will vary according to dividend re and also soe 
ing to the relation’ between the issued p oe nit = 
ordinaty, capital. . Thea bigheehte of 121 is teed dis- 


tributed profits, irrespective of the class of capital, It follows, 
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therefore, that for companies which have to meet comparatively 
large preference dividend payments, the incidence of the 
increased rate on ordinary share earnings and dividends will 
be proportionately greater. Table lL shows ‘the effect of the 
new rate on a set of simple assumptions, The effect of the 
increased rate of Profits Tax on these assumptions is to reduce 
the earnings on ordinary share capital from 33 per cent to 
24 per cent gross—a proportionate reduction of 33 per cent— 
leaving the position of the preference capital quite unchanged: 
The next example shows the effects of high capital gearing :— 
TABLE I—-HicHEr GEARING 
Beefs ee mom all distributed, Jess. tax at 9s. (£45,000) = 
Capital :—{£1,500,000 5% Pref. oan £500,000 Ordinary. 


(i) Pre-April Budget -— 


Pref. div. (net)...<..., 41,250 
Ord: div. (net) ......; 13,750 = 5% gross 
55,000 
(ii) April Budget :-— 
Profits tax (124%) .... 12,500 
In. tax on balance .... 39,400 
Toes A. FESS. 51,900 Pf. div: (net) 41,260 = % 
Balance ...... 48,100 Od.div. (net) ~§ 6,850+ 24 gross 
(iii) November Budget :-— 
Profits tax (25%) ..... 25,000 
In: tax on balance .... 33,750 
OE ch tc oss 58,750 Pref. div. 41 250 
Balance ...... 41,250 Ord. earns. Nil 


In this case,. the increased rate of Profits Tax absorbs the whole 
of the surplus of profits after meeting the preference dividend 
requirements, and earnings on the ordinary shares fall to zero. 

A company with a straight equity capital which distributed 
the whole of its profits would have. paid out 9.62 shillings out 
of every pound. of gross earnings, after meeting 124 per cent 
Profits Tax and income tax.. The same company will in future 
pay out 8.25, shillings in every,pound, after paying 25 per cent 
Profits Tax.and income tax. 

These. guiding principles can be given some contact with 
reality with the assistance of the following table of industrial 
profits, for 2,004 companies whose reports appeared in the 
year to June 30th last. 


Prorits oF 2,004 CompaAntes REPORTING IN YEAR ENDED JuNE 30 


Preceding Year Latest Year 

£'000s % £000s % 
Interest. ...: eens vA ko 20,185 6-1 18,849 . 
Preference dividends.... 56,147 16-9 58,239 15-0 
Ordinary dividends... .. 176,684 53-2 207,456 43-4 
HeserOee ao ss ka 4 ae 65,658 19-7 86,435 22-2 
Other savings. ........- 13,441 4-1 17,734 4°6 





332,115 100-9 388,713 100-0 
These figures: are expressed before deduction of standard 
income tax, but after EPT and NDC. They are not, therefore, 


a wholly reliable indication of ~what profits ‘may’ look: like im 
1947, though they should. be ‘telerably representative: of: the 
calendar year 1946. If the latest figures are used as a datums, 
however, the application of the old-and new: rates of Profits 
Tax and the deduction of income tax gives the following ilus- 
trative results 7+ d:5 








se 124%.» 25% 
a 
Profits Tax Profits Tax Profits Tax 
Profits tas: .i2 9 Fi CREE? Lei oggeg a. 2 
Incenie taxs.nc. eas. dew. 1975-0 <; 4 ;157-6 140-4»... 
FRIES. oo ec 10-4 10:4 10:4 
Preference dividends. ... 32-0 32:0 32-0" 
Ordinary dividends..... 114-1 93-2 71-9 
Reserves .....0s0csstal 47+5 24 47-5 47°5 
Other savings........., 9-3 ae 9°7, 
388+7 388:+7 388 +7 o 


In sum, the lower. the gearing, the lower will be the incidence 
of the increased rate, The general principle, therefore, would 
be to favour shares of relatively low gearing {like Courtaulds 
or Imperial Chemicals) and to look moré critically at shares 
with a higher gearing, like the unfortunate Debenhams. It is 
indeed/this very factor that makes the distributed profits tax so 
inequitable as \a fiscal weapont , It falls exclusively on risk- 
bearing capital, and with proportionately sharper effect on highly 
geared ordinary capital. But this is only a very broad rule. 
It is subject to every conceivable qualification in respect of reliéi 
from EPT and of general earning capacity. 


Beer 


The Chancellor having brought himself to the very edge 
of increasing the tobacco duty, finally left it unchanged. This 
very fact will make the penny a pint increase in the beer duty 
quite a tolerable burden—indeed, burden is too strong a word 
for it, since it will hardly be noticeable in the budget of the 
average drinker. The prices which ate now being freely paid 
for non-proprietary and “black market” whisky suggest that 
the Chancellor has missed an opportunity for strengthening the 
revenue and of circumventing. some of the more dubious 
channels of trade in spirits. 


: Betting Tax 

On betting, a much-advocated avenue for tax experiment, the 
Chancellor has had second.thoughts.. Last April he felt that a 
tax on bookmakers was impracticable; and still feels that it 
would be uneconomic to “go after them ”—that. would mean 
“too few tax collectors chasing too many bookmakers.” But 
the huge expenditure of manpower, and paper in the football 
pools has dictated a discriminatory approach. As from January 
4th next, there will be a tax of 10 per cent on the stake money 
on all pool betting except totalisator betting on horse-race 
courses, including a tax on the football pools. In both cases the 
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proprietors will be responsible for paying over the tax. Ex- 
emption of horse-racing is ¢xplained on the grounds that the 
meetings are not run for private profit, and that the bloodstock 
industry is an important source of dollar earnings. 

The estimated yield of the new duty is £15 million in a full 
year ; the Chancellor’s advisors, therefore, have estimated the 
turnover On betting to which the new tax applies at {150 
million, According to the report of the Churches’ Commission 
on Gambling, the total turnover in 1946-47 of bookmakers at 
horse race meetings was about £300 million and at dog racing 
tracks £70 million. 


Advertising 


With immediate effect, the allowance for income tax pur- 
poses of expenditure “on certain advertisements” is to be 
reduced to one half of the expenditure incurred. The estimate 
of revenue from this 50 per cent disallowance is put at £10 
million in a full year, but it is impossible, at this stage, to be 
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very certain about its incidence, save that certain exemptions 
will be made for export advertising and advertisements. jg 
“trade and technical journals.” According to the report of the 
National Institute of Economic and Social Research on advegs 
tising, the total expenditure in 1935 was estimated at sli 
less than £90 million, of which £48 million was represented 
by press advertising. Of the latter, £31.1 million was expended 
by advertisers in the newspaper press ({13.4 million in the 
national dailies) and £17.3 million in the periodical press, in- 
cluding in the latter figure £4,900,000 for technical journals 
and £3,900,000 for trade journals. 

These figures are relevant today only as a possible indica- 
tion of the relative proportions which may still apply between 
different forms of advertising, but changes in advertising rates 
and in available space have been very extensive since 1935, 
Until the definitions are published, in the Finance Bill promised, 
it will not be clear how far genuine selling costs, as distinct 
from “ wasteful expenditure,” will be affected. 


Steel Works in the Making 


INE months ago, the site of the new Abbey Works of Steel 
Company of Wales near Port Talbot was salt marsh and 
sandhills. This narrow foreshore was a place of ancient refuge 
—there is still evidence in the ruins of old monastic granges— 
and it had long been a sanctuary for flocks of Siberian geese on 
their annual migration. It is impossible to witness the ordered 
ruthlessness of the transformation which is now in progress on 
these 550 acres without sparing a pang for the past. But for 
two reasons alone, this swarming, almost savage, scene, with its 
diggers, bulldozers, pile-drivers, and 20-ton trucks, is impressive 
and heartening—first, because here. at any rate is a project which 
is abreast of its schedule, and secondly, because a good start is 
all-important in scheme which is likely to take five years. 
Steel Company of Wales is a joint undertaking of the four lead- 
ing steel and tin- ; 
plate concerns in 
South Wales. It is 
taking over old- 
style tinplate and 
sheet works from 
Richard Thomas 
and Baldwins, 
John Lysaght, and 
Lianelly Associa- 
ted Tinplate, and 
these companies 
contribute to its 
capital resources, 
Much of this plant 
will be superseded 
when the mew hot 
strip mill and the 
two (possibly three) 
cold reduction plants for sheet and tinplate are in operation. The 
industry will then be based on a new plant capable of rolling hot 
strip steel 80 ins. wide—a bigger and more versatile version of 
the continuous strip mills which have proved such a success at 
Ebbw Vale and Shotton—at a new site alongside the existing 
Guest Keen Baldwins works at Port Talbot and Margam. This 
plant will integrate the entire process of strip steel making, from 
the manufacture of pig-iron to the final product, hot strip, which 
races off the mill at thirty miles an hour. Hot strip then requires 
further processing in cold reduction mills before it emerges as 
sheet steel for motor-cars and many other purposes. Similar 
treatment and coating with tin is necessary to produce tin plate. 
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The full scheme (including a third cold reduction plant, if this 
is decided on) will cost, according to a prospectus estimate 
last July, some £60 million. Of this sum, £15 million has been 
raised by the public issue of 3 per cent. debenture stock, 19§2- 
57, and the company has arranged with Finance Corporation for 
Industry for loans of up to £35 million. In @ project of this 
sort, compromise is inevitable between the optimum siting and 
lay-out of plant and what have been described by Government 
spokesmen as “ sociological factors.” The main ‘controversy 
has been concerned with the finishing plants—the tinplate 
works are, finally, to be put at Lianelly, but a decision has still 
to be reached whether the cold sheet mill should be at Newport 
(45 miles to the east) or attached to the new hot strip mill. 

But the first task is to proceed with all speed at Port Talbot, 
for the new steel 
works and hot 
strip mill there 
are the core of the 
entire scheme. The 
work that has 
been achieved here 
during several 
months of con- 
tinuous fine 
weather is quite 
remarkable. 
Where, at the end 
of April, al) was 
marsh, a large 
part of the task of 
shifting «five  mil- 
lion tons of sand 
by digger, truck 
and dredger to fill the site has already been done. The bare out- 
line plan of a new works is already becoming visible in roads, 
railway sidings and drains, and the “fill” is being knit together 
with 30,000 piles and inset with concrete foundations for the 
new plant. Even in this preparatory stage generous use is being 
made of American plant of various types. In the new works, 
when they are in operation, the basic techniques will be no less 
derived from America. The continuous strip mill is an American 
development, and this plant and much of the cold reduction 
plant can only be obtained from the United States—at an esti- 
mated total dollar cost of about $22 million. The new ore un- 
loader (the first of three to be installed at the Port Talbot dock) 
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will handle 500 tons of ore an hour, and will be supplied by a 
British firm from the design of an American firm with which it 
is associated. American technique is also incorporated in the 
new blast furnace at the Margam works, The eight (ultimately 
twelve) Venturi steel furnaces, again, are of a design originally 
developed in the United States, though they will be built in this 
country. They will be oil-fired and of 200-ton capacity—there 
are at present only 19 steel furnaces of comparable capacity in 
this country. To stress the importance of American technique 
in many sections of the South Wales project is in no sense to 
belittle what is being set on foot, but rather to underline its 
already conspicuous promise of success. Large-scale integrated 
steel plants are not unknown in this country, but it is in America 
that plants of the size contemplated in the Steel Company of 
Wales scheme have already shown their great merits, 

The scale of output, when the scheme is completed, will be 
prodigious. At the blast furnaces, 6,000 tons of limestone, 14,200 
tons of coke (requiring over 20,000 tons of coking coal), 28,000 
tons of imported iron ore and 7,000 tons of home ore will be 
required each week to produce 16,200 tons of pig-iron for the 
steel works. In the latter (including the rebuilt portions of the 
existing Port Talbot works) 29,000 tons of steel ingots should 
be produced each week (involving the use of about 9,000 tons of 
purchased scrap), of which 25,000 tons will proceed to the 
slabbing mill, and will emerge at the end of the process as 
20,000 tons of hot strip and plates. The scheme is based funda- 
mentally on the use of rich imported ores, local coal from the 
neighbouring valleys and limestone produced from the company’s 
highly efficient new quarry. There are technical arguments in 
favour of the use of non-phosphoric ores for sheets and flat- 
rolled products, and since it is obvious that the British steel 
industry cannot base itself wholly on home ores (which in any 
case are phosphoric), the siting of a new works of this kind on 
the seaboard, and close to local coal and limestone, should 
minimise the cost of handling raw materials. 

In a large project of this kind, the layman, if he is wise, will 
give the engineers their heads, so long as they can produce a 
comprehensive and coherent account of the sort of plant they 
want to build. There emerges from the mass of technical 
description of the new plant and its various appurtenances an 
impression of common-sense economy. The conservation of heat 
is an integral feature of the scheme ; the steel plant is on a scale 
sufficient to satisfy the voracious appetite of one of the biggest 
hot strip mills in the world ; a good deal of thought has been 
given to the problem of keeping the older plants in production 
until the new are ready, and to the gradual dovetailing of their 
operations ; there are to be a new coal-washing plant, an addi- 
tional battery of 90 modern coke ovens, a new by-product plant, 


a central repair shop, ancillary equipment of every 
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kind for the steel shops. The electric drives for the slabbing 

All this and a much wider range of miscellaneous equi 
is at present under contract with the various supplying fi It 
remains to be seen whether the flying start which has been made 
this summer on the site will be matched by similar speed in 
erecting the new works and plant. Will the constuctional steel 
come forward at the right time? Will enough eréctors be avail- 
able to put it up? Will all of the fifty principal contracts. men- 
tioned in the prospectus be fulfilled to schedule? It is asking a 
tot in this age of bottlenecks to expect as smooth a passage for 
the project during the next few years as it has enjoyed during 
the past summer, But there is a high degree of central control 
over the progress of the several parts of the whole scheme. 

In the year before the war the production of steel sheet, coated 
and uncoated, amounted to 816,000 tons, and of tinplate and 
blackplate to 610,000 tons; in 1946 the respective total for 
sheets was 1,186,000 tons and for tinplate 584,000 tons. The 
former shows the pace which has been made by the new strip 
mills ; the latter figure for tinplate shows the effect of an in- 
dustry in technical decadence, unable at this moment to. supply 
more than a fraction of the needs of the foreign market, despite 
the disappearance of German competition. In 1938, 325,000 
tons of tinplate were exported ; in 1946 the figure was 117,000 
tons—and this despite the fact that a greater supply of tinplate 
abroad would have provided in return an increased supply of 
uunned foodstufis for the British consumer. Steel Company of 
Wales will be capable of adding a million tons of sheets or tin- 
plates to these figures by the early ‘fifties. Ata time of universal 
shortage such an increase does not seem at all excessive, and 
even when due allowance is made for the weakening of the 
sellers’ market and for the emergence once more of international 
competition in steel products, cheaply produced sheets and tin- 
plate of high quality ought to be capable of holding their own, 
whereas the output of the old-style tinplate mills is a luxury 
which can only be afforded in a period of acute scarcity. 

There is a final point. Is this project, admirable though 
it may be, the sort of scheme which the country can afford 
at present? The answer appears, in any case, to have been 
given—the scheme goes forward. But it would have been 
scandalous if any other answer had been suggested. For 
here is precisely the kind of project which should have 
been put under way between the wars, for the lack of which 
the steel industry (with scarcely an exception) was so rightly 
criticised. It comes later than it need have done, and at an 
awkward period of economic strain. But in ten years’ time 
it may well be regarded as-one of the outstanding achievements 
which British industry had to its credit during the turbulent 
difficulties of the post-war period. 


Business Notes 


Relief in Markets 


The City, since the summer’s shocks and the major break 
in stock markets, has shown an increasing realism on issues of 
economic policy. Its views on the Budget was strictly in line with 
the general verdict, and on all sides there was criticism of the 
Chancellor for excessive timidity. It was different, however, in 
the stock markets. Members in their professional capacity were 
not disposed to take the longer view, and on a short view, which 
is all that really interests the Stock Exchange, opmion was unani- 
mous that a bad Budget from the wider economic standpoint was 
surely a “good” Budget for markets—good, that is, for equities 
and ‘correspondingly depressing for gilt-edged. The equity 


markets, it is clear, had discounted not only the doubling of the 
profits tax but much more stringent measures on the wider anti- 
inflationary front. Gilt-edged, by contrast, had been creeping up 
steadily before the Budget on the assumption that the Chancellor, 
even if he shitked the duty to build up a really massive Budget 
surplus, would at least open a new offensive in his war of nerves 
‘against those who take a bearish view of gilt-edged. i 


But in this milk-and-water Budget, he has been both kinder to 
industry and less concerned about cheap money than the Stock 
Exchange had expected. On the morrow of the Budget,. there- 
fore, the industrial markets opened firm to strong, with the 
jobbers quoting wide prices im face of a substantial wave of bear 
covering. At that early stage, neither investors nor’ their pro- 
fessional advisers had formed any clear view of the differential 
effect of the new profits tax upon individual companies. But the 
general opinion was that this Budget implies a continuance 
perhaps even an _ acceleration—of inflation, and. that. the 
new profits tax could therefore generally be absorbed without 
difficulty. This same argument sustained shar 
industries which the Chancellor has singled out for special 
burdens ; on Thursday morning Brewery and Distillery shares 
were marked up (in some cases sharply) and even Greyhound 
shares were only slightly easier. The reprieve for Tobacco had 
a similar effect ; investors have not yet pondered wpon the incvit- 
ability of a progressive decline in. the rate of deliveries, from 
bonded stocks. 
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proprietors will be responsible for paying over the tax. Ex- 
emption of horse-racing is explained on the grounds that the 
meetings are not run for private profit, and that the bloodstock 
industry is an important source of dollar earnings. 

The estimated yield of the new duty is £15 million in a full 
year ; the Chancellor’s advisors, therefore, have estimated the 
turnover On betting to which the new tax applies at {150 
million. According to the report of the Churches’ Commission 
on Gambling, the total turnover in 1946-47 of bookmakers at 
horse race meetings was about £300 million and at dog racing 
tracks £70 million. 


Advertising 


With immediate effect, the allowance for income tax pur- 
poses of expenditure “on certain advertisements” is to be 
reduced to one half of the expenditure incurred. The estimate 
of revenue from this §0 per cent disallowance is put at {1o 
million in a full year, bur it is impossible, at this stage, to be 
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very certain about its incidence, save that certain exemptions 
will be made for export advertising and advertisements ig 
“ trade and technical journals.” According to the report of the 
National Institute of Economic and Social Research on adver- 
tising, the total expenditure in 1935 was estimated at slightly 
less than {£90 million, of which £48 million was represented 
by press advertising. Of the latter, £31.1 million was expended 
by advertisers in the newspaper press (£13.4 million in the 
national dailies) and £17.3 million in the periodical press, in- 
cluding in the latter figure £4,900,000 for technical journals 
and £3,900,000 for trade journals. 

These figures are relevant today only as a possible indica- 
tion of the relative proportions which may still apply between 
different forms of advertising, but changes in advertising rates 
and in available space have been very extensive since 1935, 
Until the definitions are published, in the Finance Bill promised, 
it will not be clear how far genuine selling costs, as distinct 
from “ wasteful expenditure,” will be affected. 


Steel Works in the Making 


N INE months ago, the site of the new Abbey Works of Steel 
Company of Wales near Port Talbot was salt marsh and 
sandhills. This narrow foreshore was a place of ancient refuge 
—there is still evidence in the ruins of old monastic granges— 
and it had long been a sanctuary for flocks of Siberian geese on 
their annual migration. It is impossible to witness the ordered 
ruthlessness of the transformation which is now in progress on 
these 550 acres without sparing a pang for the past. But for 
two reasons alone, this swarming, almost savage, scene, with its 
diggers, bulldozers, pile-drivers, and 20-ton trucks, is impressive 
and heartening—first, because here at any rate is a project which 
is abreast of its schedule, and secondly, because a good start is 
all-important in scheme which is likely to take five years. 
Steel Company of Wales is a joint undertaking of the four lead- 
ing steel and tin- 
plate concerns in 
South Wales. It is 
taking over old- 
style tinplate and 
sheet works from 
Richard Thomas 
and Baldwins, 
John Lysaght, and 
Lianelly Associa- 
ted Tinplate, and 
these companies 
contribute to its 
capital ~ resources, 
Much of this plant 
will be superseded 
when the new hot 
strip mill and the 
two (possibly three) 
cold reduction plants for sheet and tinplate are in operation. The 
industry will then be based on a new plant capable of rolling hot 
strip steel 80 ins. wide—a bigger and more versatile version of 
the continuous strip mills which have proved such a success at 
Ebbw Vale and Shotton—at a new site alongside the existing 
Guest Keen Baldwins works at Port Talbot and Margam. This 
plant will integrate the entire process of strip steel making, from 
the manufacture of pig-iron to the final product, hot strip, which 
races off the mill at thirty miles an hour. Hot strip then requires 
further processing in cold reduction mills before it emerges as 
sheet steel for motor-cars and many other purposes. Similar 
treatment and coating with tin is necessary to produce tin plate. 


& carte of ue thewetons Constrctan Co Lot 





The full scheme (including a third cold reduction plant, if this 
is decided on) will cost, according to a prospectus estimate 
last July, some £60 million. Of this sum, {£15 million has been 
raised by the public issue of 3 per cent. debenture stock, 1952- 
57, and the company has arranged with Finance Corporation for 
Industry for loans of up to £35 million. In a project of this 
sort, compromise is inevitable between the optimum siting and 
lay-out of plant and what have been described by Government 
spokesmen as “ sociological factors.” The main controversy 
has been concerned with the finishing plants—the tinplate 
works are, finally, to be put at Llanelly, but a decision has still 
to be reached whether the cold sheet mill should be at Newport 
(45 miles to the east) or attached to the new hot strip mill. 

But the first task is to proceed with all speed at Port Talbot, 
for the new steel 
works and hot 
strip mill there 
are the core of the 
entire scheme. The 
work that has 
been achieved here 
during several 
months of con- 
tinuous fine 
weather is quite 
remarkable. 
Where, at the end 
of April, al) was 
marsh, a large 
part of the task of 
shifting five  mil- 
lion tons of sand 
by digger, truck 
and dredger to fill the site has already been done. The bare out- 
line plan of a new works is already becoming visible in roads, 
railway sidings and drains, and the “ fill” is being knit together 
with 30,000 piles and inset with concrete foundations for the 
new plant. Even in this preparatory stage generous use is being 
made of American plant of various types. In the new works, 
when they are in operation, the basic techniques will be no less 
derived from America. The continuous strip mill is an American 
development, and this plant and much of the cold reduction 
plant can only be obtained from the United States—at an esti- 
mated total dollar cost of about $22 million. The new ore un- 
loader (the first of three to be installed at the Port Talbot dock) 
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will handle 500 tons of ore an hour, and will be supplied by a 
British firm from the design of an American firm with which it 
js associated, American technique is also incorporated in the 
new blast furnace at the Margam works, The eight (ultimately 
twelve) Venturi steel furnaces, again, are of a design originally 
developed in the United States, though they will be built in this 
country. They will be oil-fired and of 200-ton capacity—there 
are at present only 19 steel furnaces of comparable capacity in 
this country. To stress the importance of American technique 
in many sections of the South Wales project is in no sense to 
belittle what is being set on foot, but rather to underline its 
already conspicuous promise of success. Large-scale integrated 
steel plants are not unknown in this country, but it is in America 
that plants of the size contemplated in the Steel Company of 
Wales scheme have already shown their great merits. 

The scale of output, when the scheme is completed, will be 
prodigious. At the blast furnaces, 6,000 tons of limestone, 14,200 
tons of coke (requiring over 20,000 tons of coking coal), 28,000 
tons of imported iron ore and 7,000 tons of home ore will be 
required each week to produce 16,200 tons of pig-iron for the 
steel works. In the latter (including the rebuilt portions of the 
existing Port Talbot works) 29,000 tons of steel ingots should 
be produced each week (involving the use of about 9,000 tons of 
purchased scrap), of which 25,000 tons will proceed to the 
slabbing mull, and will emerge at the end of the process as 
20,000 tons of hot strip and plates. The scheme is based funda- 
mentally on the use of rich imported ores, local coal from the 
neighbouring valleys and limestone produced from the company’s 
highly efficient new quarry. There are technical arguments in 
favour of the use of non-phosphoric ores for sheets and flat- 
rolled products, and since it is obvious that the British steel 
industry cannot base itself wholly on home ores (which in any 
case are phosphoric), the siting of a new works of this kind on 
the seaboard, and close to local coal and limestone, should 
minimise the cost of handling raw materials. 

In a large project of this kind, the layman, if he is wise, will 
give the engineers their heads, so long as they can produce a 
comprehensive and coherent account of the sort of plant they 
want to build. There emerges from the mass of technical 
description of the new plant and its various appurtenances an 
impression of common-sense economy. The conservation of heat 
is an integral feature of the scheme ; the steel plant is on a scale 
sufficient to satisfy the voracious appetite of one of the biggest 
hot strip mills in the world ; a good deal of thought has been 
given to the problem of keeping the older plants in production 
until the new are ready, and to the gradual dovetailing of their 
operations ; there are to be a new coal-washing plant, an addi- 
tional battery of 90 modern coke ovens, a new by-product plant, 
a central repair shop, ancillary equipment of every 


SIE 
kind for the steel shops. The electric drives for the slabbing 
mill and strip mill are being provided by British firms. 

All this and a much wider range of miscellaneous equipment 
is at present under contract with the various supplying firms. It 
remains to be seen whether the flying start which has been made 
this summer on the site will be matched by similar speed in 
erecting the new works and plant. Will the constuctional steel 
come forward at the right time? Will enough erectors be avail- 
able 10 put it up? Will all of the fifty principal contracts. men- 
tioned in the prospectus be fulfilled to schedule? It is asking a 
lot in this age of bottlenecks to expect as smooth a passage for 
the project during the next few years as it has enjoyed during 
the past summer. But there is a high degree of central control 
over the progress of the several parts of the whole scheme. 

In the year before the war the production of steel sheet, coated 
and uncoated, amounted to 816,000 tons, and of tinplate and 
blackplate to 610,000 tons’; in 1946 the respective total for 
sheets was 1,186,000 tons and for tinplate 584,000 tons. The 
former shows the pace which has been made by the new strip 
mills ; the latter figure for tinplate shows the effect of an in- 
dustry in technical decadence, unable at this moment to. supply 
more than a fraction of the needs of the foreign market, despite 
the disappearance of German competition. In 1938, 325,000 
tons of tinplate were exported ; in 1946 the figure was 117,000 
tons—and this despite the fact that a greater supply of tinplate 
abroad would have provided in return an increased supply of 
tinned foodstuffs for the British consumer. Steel Company of 
Wales will be capable of adding a million tons of sheets or tin- 
plates to these figures by the early “fifties. Ata time of universal 
shortage such an increase does not seem at all excessive, and 
even when due allowance is made for the weakening of the 
sellers’ market and for the emergence once more of international 
competition in steel products, cheaply produced sheets and tin- 
plate of high quality ought to be capable of holding their own, 
whereas the output of the old-style tinplate mills is a luxury 
which can only be afforded in a period of acute scarcity. 

There is a final point. Is this project, admirable though 
it may be, the sort of scheme which the country can afford 
at present? The answer appears, in any case, to have been 
given—the scheme goes forward. But it would have been 
scandalous if any other answer had been suggested. For 
here is precisely the kind of project which should have 
been put under way between the wars, for the lack of -which 
the steel industry (with scarcely an exception) was so rightly 
criticised. It comes later than it need have done, and at an 
awkward period of economic strain. But in ten years’ time 
it may well be regarded as-one of the outstanding achievements 
which British industry had to its credit during the turbulent 
difficulties of the post-war period. 


Business Notes 


Relief in Markets 


The City, since the summer’s shocks and the major break 
in stock markets, has shown an increasing realism on issues of 
economic policy. Its views on the Budget was strictly in line with 
the general verdict, and on all sides there was criticism of the 
Chancellor for excessive timidity. It was different, however, in 
the stock markets. Members in their professional capacity were 
not disposed to take the longer view, and on a short view, which 
is all that really interests the Stock Exchange, opmion was unani- 
mous that a bad Budget from the wider economic standpoint was 
surely a “good” Budget for markets—good, that is, for equities 
and correspondingly depressing for gilt-edged. ‘The equity 
markets, it is clear, had discounted not only the doubling of the 
profits tax but much more stringent measures on the wider anti- 
inflationary front. Gilt-edged, by contrast, had been creeping up 
steadily before the Budget on the assumption that the Chancellor, 
even if he shirked the duty to build up a really massive Budget 
surplus, would at least open a new offensive in his war of nerves 

zinst those who take a bearish view of gilt-edged. 


But in this milk-and-water Budget, he has been both kinder to 
industry and less concerned about cheap money than the Stock 
Exchange had expected. On the morrow of the Budget, there- 
fore, the industrial markets opened firm to strong, with the 
jobbers quoting wide prices in face of a substantial wave of bear 
covering. At that early stage, neither investors nor their pro- 
fessional advisers had formed any clear view of the differential 
effect of the new profits tax upon individual companies. But the 
general opinion was that this Budget implies a continuance— 
perhaps even an acceleration—of inflation, and. that. the 
new profits tax could therefore generally be absorbed without 
difficulty. This same argument sustained share prices even in 
industries which the Chancellor has singled out for special 
burdens ; on Thursday morning Brewery and Distillery shares 
were marked up (in some cases sharply) and even Greyhound 
shares were only slightly easier. The reprieve for Tobacco had 
a similar effect ; investors have not yet pondered upon the inevit- 
ability of a progressive decline in the rate of deliveries. from 
bonded stocks. 








812 


Gilt-edged speculators were quick to observe that undue 

1 in financial policy as a whole by no means implies a 
return to the aggressive techniques of promoting cheaper money. 
The Chancellor, so far from promising or threatening a renewed 
fall in interest rates, merely “hopes” that the recent improve- 
ment in prices will continue. By past precedent, he should now 
have stated definitely that the £300 million of 3 per cent Con- 
version stock will be called for redemption on March Ist, the 
earliest optional date. But Mr Dalton merely said that by the 
beginning of next month he would “make an announcement as 
to how this stock will be dealt with ”—phrasing which strongly 
suggests that he is not, even now, quite certain whether the 
operation ought to be undertaken at this stage. In the circum- 
stances, the resultant reaction in gilt-edged prices—the irredeem- 
ables dropped by three-quarters of a point on Thursday morning 
—seems more moderate than the situation deserves. But perhaps 
the market is counting on further support as the war damage 
monies, disbursed last Monday, filter through. 


* * * 


Silver Lining ? 


Mr Dalton, ignoring by the timidity of his budget the lesson 
of the savings figures, none the less admits them to be “ very dis- 
appointing indeed.” And the latest figures are particularly so. 
Hopes that the autumn season—normally a good period for savings, 
because people are then trying to recover from the financial strain 
of holidays—would go far to redress the dismal performance of the 
first six months of the year have not materialised. The figure 
of gross weekly savings is actually lower than for any week at 
the height of the holiday season, and although the amount of with- 
drawals and encashments was a little smaller, the week’s net 
saving was only £1,573,000, easily the worst since mid-August. 
So far, the only result of the ending of the holiday period has 
been a reversal of the trend of net dis-saving. Whereas in June 
and July the year’s cumulative net total was reduced from £58.8 
to £§1.6 million, in the past "hree months it has been laboriously 
raised to £79.9 million. But this total is not much more than 
one-third of the target figure for the period: although thirty-one 
weeks have passed, only £80 million has been found towards the 
year’s target of £366 million, 

Obviously, this figure is now a forlorn hope. To achieve it 
would require weekly net saving at the rate of £13.6 million for 
the rest of the year. In fact, the weekly average to date has been 
only £2.6 million, and—most depressing feature of all—this has 
also been the average rate of the past ten wecks, since the summer 
dis-saving ceased. At the corresponding date last year—when, 
however, Mr Dalton had made great play with his; spurious “ last- 
chance” tactics and his increases in the limits upon individual 
holdings—the cumulative total stood at £186’ million, well over 
twice this year’s achievement. Even if the rate of saving for the 
remainder of this year were to be as large as in the similar 
period of 1946-47, the final total would still be 40 per cent below 
target. 

The depressing performance of recent weeks naturally reflects 
the wave of spending in anticipation of the Budget, and to this 
extent may not fairly represent the prospect for the coming 
months. But it is noteworthy that the latest savings, though 
“ reported ” last week, in fact relate to the week to November 1st— 
to a period before the Budget date was announced. This autumn 
has indeed brought a silver lining drive—but it is the public’s 
pockets and purses that have been lined. 


* * * 


Coal Output Spurt 


A quick and gratifying increase in coal production has 
followed the introduction from the beginning of this month of 
longer working hours in most of the pits. Provisional figures for 
the week ended November 8th show an output of 4,243,400 tons 
(deepmined and opencast) compared with 4,092,900 tons for the 
previous week. Production from opencast sites continues to 
decline—this is a seasonal matter—but deep-mined coal output 
more than made up the loss by rising from 3,867,200 tons to 
4,025;700 tons. 

The largest increase in production was in the North Midland 
and Wales regions where the longer week is working most effec- 
tively. In Wales, for instance, 209 pits opted to work a Saturday 
shift. But there are still areas where the men have to make a 
decision. In the North West region, for example, 65 pits are still 
undecided on the question of the longer working week. And there 
are, of course, the few inevitable pits scattered up and down the 
country which have elected to do-no overtime at all. 

The longer week has made an auspicious start, but two factors 
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still have to work themselves out. It is clear in the first place that 
a further expansion in production ought to be achieved, when the 
scheme has been working longer and more pits are supporting it, 
But this is a short-term view, and it has yet to be shown whether 
Saturday working, which is more favoured so far than an extra 
half hour a day (the main exception being in the Northern region) 
will begin to encourage mid-week absenteeism when the first flush 
of enthusiasm has worn off. 

On balance, even if absenteeism does increase, production ought 
to remain distinctly above 4,000,000 tons a week. The Minister 
of Fuel and Power based the winter coal allocation programme for 
industry and the domestic consumer on an estimated production 
of 3,900,000 tons each week, apart from statutory holidays. There 
ought to be a margin of at least 300,000 tons a week above the 
output on which industrial and domestic requirements have been 
fixed. A margin of this order would leave no answer whatever to 
the already powerful arguments for resuming coal exports to 
Europe possibly by the end of the year, and for maintaining the 
stocks at Atlantic bunker depots, where 24,000 tons are now to be 
shipped to save dollars. It happens that one of the main coal 
exporting areas, South Wales, has made a particularly promising 
start with overtime working. 


* *x * 
Sterling Payments Agreements 


_ A number of monetary and payments agreements are now 
being renegotiated between Great Britain and non-sterling 
countries. In no case, however, has official announcement of 
results been published this week. In two of these negotiations 
it is evident that success is near and that publication of the 
results may be expected in a matter of days. The first of these 
is an agreement between the National Bank of Persia and the 
Bank of England, by which certain current sterling receipts by 
Persia will become convertible again, while any sterling accumu- 
lated by Persia is to carry a guarantee which will probably be 
expressed in terms of gold. The most important item of sterling 
revenue flowing to Persia is the oil npyalty income which runs 
at the rate of about £20 million per annum. Oil payments also 
figure largely in the negotiations which have begun with the 
Dutch West Indies. The delegation from Cura¢gao which is now 
in London is demanding dollar payments for future sales of oil, a 
request which is not altogether unreasonable given the proximity, 
both geographical and economic, of the territories concerned to 
the dollar area. Discussions with the Netherlands are expected to 
begin before the end of the year. The Swedish agreement is 
almost ready and is now being drafted. The main problem 
involved in this agreement is the extent of the sterling balances 
Sweden is prepared to hold and the terms of the guarantee that 
will attach to this sterling. As this issue goes to press, the terms 
of the trade and financial agreement with Eire are announced. 
They provide for increased supplies of food (at higher prices) in 
exchange for coal and machinery exports to Eire, which will have 
the right to draw £14 million in dollars up to June next year. 

News of the talks with Argentina comes almost exclusively from 
Buenos Aires. It is unlikely that any official announcement will 
be made until after the arrival of the supply mission which will 
.be discussing the volume and prices of future shipments of com- 
modities from Argentina to Britain. Argentina appears, however, 
to have been conceded a very generous exchange guarantee in 
respect of any current accumulations of sterling. This guarantee 
will not be merely of strict bilateral character but will carry 
protection against the possibility of depreciation of sterling in 
terms of gold. Among the more difficult negotiations that will 
have to be tackled before the end of the year are those with India 
and Egypt. In each case the provisional arrangements made in 
the summer were of short-term character and a more formal 
agreement will have to be negotiated to take effect from the 
beginning of 1948. 


7 * 
New Union Disclosures 


The New Union Goldfields debacle is complete. A report 
from the judicial managers as well as an auditors’ statement and 
balance sheet as at Jume 30, 1947, have appeared this week; 
they leave no doubt of the magnitude of the collapse of the 


Erleigh group or of the painful repercussions which are likely 
to ensue for the South African mining industry. The salvage 
work of the judicial managers is likely to be prolonged, possibly 
for some years, owing to the complicated nature of the inter- 
company shareholdings and the unmarketability of the group’s 
assets. Certainly, shareholders will have to be patient, for even 
an assessment of the true position of the group will take a long 
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time, quite apart from saving something from the wreckage. 

The judicial managers’ revelations of the activities of Mr N: S. 
Erleigh and Mr J. Milne: unmask a sorry tale of men in a posi- 
tion of trust playing with other people’s money. It is somewhat 
surprising to find that Mr Milne is implicated equally with his 
co-managing director who had until now generally been assumed 
to be primarily responsible—an impression which was engen- 
dered at the time of the first public disclosure of trouble by his 
secession from New Union to form the Union New Free 
State group and by the persistent reports of his disagreements 
with Mr Erleigh, These two men, up to June 30, 1947, 
borrowed £470,000 from New Union without the consent of the 
board, for financing purchases on their private account of shares 
in associated companies. Admittedly they lodged the shares so 
purchased with the company and these still remain deposited 
with it, and it is impossible at this stage to read into the facts 
the full measure of their intentions. But there is no room for 
doubt about their designs in respect of some £270,000 profit 
made by them from share dealings financed out of the resources 
of the company but credited to their personal accounts. The 
auditors made it quite clear that, in their opinion, these profits 
belong to the company. 

Even these acts are not the most insidious in the judicial 
managers’ recital of irregularities unless they are linked with the 
practice, which runs through the whole record, of issuing shares 
to directors at prices only a fraction of the current market prices. 
Thus Messrs Erleigh and Milne bought 80,000 shares in Coro- 
nation Syndicate at §s. a share compared with the market price 
of around 2§s., and 40,000 shares in. Natal Portland Cement at 
ss. a share, about 4s. below the price of a parcel of the shares 
sold to an outsider. As the auditors point out, no proper con- 
sideration appears to have been received by the company for these 
options. In the case of British New Union Investment Cor- 
poration, the two men received an improper advantage by 
acquiring shares in the concern at cost, after arranging a deal 
for the payment of coal royalties which raised the value of the 
shares ; concurrently with this, another profitable and equally 
reprehensible deal was successfully carried through in the shares 
of Free State Development Corporation. It is obvious that the 
ramifications of the share dealings carried through during the 
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year will provide the judicial managers with many other’ in- 
genious tangles to unravel. Nor have Mr Erleigh and Mr. Milne 
forgotten to spread their cynical patronage to. relatives and staff 
by letting them purchase shares “on the cheap” at a “ saving ” 
of £12,000 in 1946-47. 


* * * 


What are the Assets Worth? 


The balance sheet of the company at June 30, 1947, is of 
only limited assistance in assessing the true financial position of 
New Union. In the first place, the balance sheet figure of 
£3,537,.590 for cash has been arrived at by the spurious method 
of calling in aid money belonging to associated companies. This 
procedure has inflated the figure of amounts due to associated 
companies to a total of £7,378,414 but this has subsequently been 
reduced to around £5,000,000 and cash has since fallen to no more 
than £400,000 partly as a result of the repayment of cash after the 
date of the balance-sheet. The liabilities of the company, exclud- 
ing capital and reserves, amount to £8,445,107 against which the 
largest asset held is £4,535,801 for shareholdings and mining 
properties. But the value of this asset, as the auditors point 
out, has been considerably reduced since June 30th. Quoted 
securities, which had a balance-sheet value of £2,651,389, have 
also been reduced by the sharp fall in security values since June, 
and the auditors further state that the value of £1,884,412 given 
for unquoted securities could not now be realised. 

It is difficult to make an estimate of the value of the other 
assets held. These include £470,453 owing by Mr Erleigh and 
Mr Milne and about £5,000,000 due by associated companies on 
loan and current account. It is hardly likely that the first amount 
will be readily repaid, and the value of debts owed by associated 
companies can only be a matter of conjecture, which must await 
the full unravelling of the position by the judicial managers. In 
any case, it would be unwise to place more than a nominal value 
on the shares of the company, although the market has apparently 
withstood the shock of this week’s news fairly well. On Wednes- 
day jobbers were prepared for dealings on a nominal basis around 
2s. 6d.,.bur support was forthcoming, and the net fall of the day 
was merely from 7s. 6d. to 6s. 3d. with a further decline to 6s. 
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on Thursday. This is obviously only a national quotation for a 
share of wholly hypothetical value. Shareholders, some of whom 
have seen their shares fall from around 30s. earlier in the year to 
the present price, seem largely determined to ‘see the matter 
through to the end. They must expect some further unpleasant 
Surprises. 

* * * 


Record Steel Output 


Steel production reached an annual rate of 14,316,000 tons 
in October—a higher rate than for any previous monthly period. 
Pig-iron production has leaped ahead to reach an annual rate 
of 8,352,000 tons, compared with 7,805,000 tons for Seprember. 
Comparative figures with the previous month and with October, 
1946, are given below:— 

Pic-IkoN AND STEEL PRODUCTION 
(In Tons) 


Pig-Iron Steel Ingots & Castings 
Weekly Annual Weekly Annual 
Average Rate Average Rate 
Oct., 1946.... 155,800 8,102,000 254,300 13,226,000 
Sept., 1947.... 150,100 7,805,000 266,200 13,841,000 
Oct., 1947.... 160,600 8,352,000 275,300 14,316,000 


If current levels of steel production could be maintained for 
the rest of this year, the output target of 12} million tons set 
out in the Economic Survey would be met with ease. But pig- 
iron supplies are below current requirements, and coke, to quote 
the words of the British Iron and Steel Federation, “is sub- 
stantially below the allocation figure.” Low stocks of pig-iron 
and other materials are causing justifiable anxiety, for steel works 
have increased their production over the last few months largely 
by using up their stocks of raw materials quite freely. These 
are now dangerously low—pig-iron stocks, for example, are in 
some cases below one week’s consumption, which if not dan- 
gerous is certainly too low for comfort. The blowing-in of the 
new blast furnace at Colvilles has been held up for want of 
coke—at the very moment when the industry is seeking desper- 
ately to increase its pig-iron output to about 9} million tons a 
year. 

Nothing, it would seem, promises to upset the achievement of 
next year’s target of 14 million tons save shortages of raw materials. 
‘The coming winter may be affected by interruptions to transport 
and lack of wagons. The scrap position, too, is causing much 
anxiety. An inerease of 14 million tons of scrap, compared with 
the supplies available in the firsf half of this ‘year, will be required 
to meet the 14 million ton target. Supplies are running down— 
there is less government scrap available, and labour for the scrap- 
yards is difficult. Negotiations are afoot to get a million tons 
of scrap from Germany (the only present source of imports) and 
to obtain increased supplies of shipbuilding scrap. But, as the 
recently introduced campaign for more rapid clearing of scrap 
emphasises, the position .can only be eased by the turning out 
of every ton of scrap to the scrap merchants. These are days 
when the price mechanism is at a discount, and doubtless a 
higher scrap price would have consequential effects on steel prices. 
But is the supply so completely independent of price considera- 
tions as the industry seems inclined to suppose, or so inelastic 
that even a large increase in scrap prices would evoke only a 
small addition to supplies? 


* * * 


Labour Relations in Iron and Steel 


The main factors which are contributing to the high rate of 
steel output are the length of the working week and the long 
tradition of good industrial relations in the industry. The 48- 
hour week now being worked in steel is above the average for 
industry as a whole, and while there is some feeling, particularly 
among day wage workers, that they should share in the general 
reduction of hours, there is no immediate prospect of a move 
in this direction. For blast furnace workers the 48-hour week 
represents a reduction from the 56-hour week worked until 
January of this year, and any further shortening at this stage would 
upset the rhythm of production and the continuous shift system 
which is now working so satisfactorily. Under their agreement, 
the blast furnace men work in teams of six, with a seventh man 
“resting ” for two or three shifts, in a cycle of seven weeks, The 
penalty for absence without «good reason is the deduction of a 
quarter shift’s pay, but any man who has to work during his rest 
period beyond the 48 hours is paid an extra quarter shift. 

Incentive schemes.operate and apply to about 85. per cent of 
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the men in the industry. In addition to the daily basic rate, there 
is a shift bonus and a cost-of-living sliding scale. Average earn- 
ings in a typical furnace on the north-east coast are about 
£6 18s. 6d. a week. In some furnaces there is a healthy spirit 
of competition between shifts, which contributes to higher output, 
Productivity would no doubt be higher than it is today if the 
men had more to eat. Although there is some demand for extra 
meat, on the lines of the miners’ scheme, the blast furnace union 
leaders are not pressing for it. They would prefer to see more 
use made of canteen facilities, which. at present are used by only 
about one in three of the employees. The tradition of the “ piece ” 
dies hard. 

The steel industry has been remarkably free from industria] 
discord, and there has been no major strike within living memory, 
This is attributed by union leaders to the excellence of the long- 
established negotiating machinery, under which every man has 
direct access to the management through his elected representa- 
tive. Local grievances are thus settled rapidly. Blast furnace 
union leaders are opposed to the introduction of joint production 
committees, which, they fear, would upset the traditjonal nego- 
tiating machinery, but the Iron and Steel Confederation is more 
favourably disposed to the idea. It is clear that in output perform- 
ance and in respect for their own negotiating machinery, there 
is much that the miners and other industrial workers can learn 
from the steel workers. 


* x * 


IMF and European Convertibility 


One of the few disappointing features of the Harriman report 
was the curt refusal of the committee to consider and recommend 
a grant of free dollars to Europe to be used for the twin purposes 
of aiding monetary reconstruction and restoring the mechanism 
of multilateral trade and payments within Europe. The committee 
of European Economic Co-operation had suggested that a sum of 
$3,000 million might be appropriated for this purpose. The 
Harriman Committee comment is that these tasks should not fall 
within the scope of American assistance but should be tackled by 
the International Monetary Fund in whose province they obviously 
lie. The committee further states that if the articles of agreement 
of the Fund do not allow this particular task to be tackled they 
should be accordingly amended. There is, of course, much to be 
said for the view that in the international organisation set up and 
to be set up, as little overlapping as possible should be allowed t 
occur. Such overlapping would unquestionably take place if a 
separate Organisation were to be set up to put into effect a new 
clearing machinery for inter-European payments. 

The difficulty is that the regional approach to the problems of 
convertibility is not one which the International Monetary Fund 
is at present well equipped to undertake. Under the terms of 
agreement of the TMF, convertibility is unconditional except where 
the scarce currency clauses are invoked. This exception apart, 
the duty laid upon members of the Fund is to make their own 
currencies available for current purposes in any currency area 
in the world. The exception from this commitment which is 
provided for the transitional period of 3 to § years is an exception 
expressed in general and not in discriminatory terms. It remains 
to be seen whether the articles of agreement can be amended 
sufficiently to allow the IMF to sponsor a strictly inter-European 
convertibility scheme which could later be dovetailed into wider 
multilateral convertibility—the only kind of convertibility which 
the articles of agreement now recognise. This problem may lose 
much of its urgency and present intractability if American assist- 
ance for Europe is forthcoming on the suggested scale. This 
assistance, however “tied” the loans may be, must lubricate the 
whole machinery of multilateral payments and may _ ultimately 
make the setting up of special inter-European clearing mechanism 
unnecessary. It is, however, a problem to which the IMF 
authorities in Washington should give immediate consideration. 


* * * 


Dollar Arithmetic 


The confusion surrounding the exact arithmetic of the 
expenditure of dollars in the US line of credit has been 
heightened by the apparent conflict between the figures given 
by the Chancellor in his speech on October 24th (quoted on 
page 729 in The Economist of November 1st) and the informa- 
tion given last week in answer to a Parliamentary question 
reproduced on page 772 of The Economist of November 8th. In 
the earlier of the statements the Chancellor had announced that 
the whole of the sterling area dollar purchases outside the 
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Western Hemisphere (mainly in Europe) amounted to only $150 
million between July 15, 1946, and August 23, 1947. In the 
answer to last week’s Parliamentary question the Chancellor 
gave details of conversions of sterling into US dollars by a 
number of countries which included some in the Western 
Hemisphere and others in Europe. Excluding the former, 
namely Argentina and Brazil, these conversions amounted to 
nearly £70 million for the period January 1 to August 20, 1947. 
Since the European countries were not selling dollars to Britain 
in the second half of 1946 these figures could not be reconciled 
with the $150 million figure in the earlier statement. The dis- 
crepancy is, in fact, explained by errors on the part of the 
Chancellor of the Exchequer in defining certain items of dollar 
expenditure in his October 24th speech. Two items are in- 
volved. The first is the $620 million which he said represented 
sterling area purchases, other than those of Britain, in the 
Western Hemisphere. The figure in fact refers to dollar expen- 
diture by the sterling area other than Great Britain throughout 
the world and not only in the Western Hemisphere. It there- 
fore includes dollar payments to European countries and helps 
the reconciliation of this item with the figures of sterling dollar 
conversions by European countries divulged in the Chancellor’s 
later answer in Parliament. 

The second item which is in need of correction is the $150 
million defined in the October 24th speech as being the dollar 
expenditure of the whole sterling area outside the Western 
Hemisphere, mainly in Europe. This should in fact be attri- 
buted to the dollar expenditure of the United Kingdom outside 
the Western Hemisphere, mainly in Europe. The revised 
account of the $3,115 million expended from the US line of 
credit between July 15, 1946, and August 23, 1947, should, 
thus, read as follows:— 


(In $ Mn.) 
Direct UK purchases from US (net)...........+-.. 1,350 
Direct UK purchases in rest of Western Hemisphere 960 
Direct UK dolar expenditure outside Western 


Hemisphere (mainly Europe) ..................se0.0.s0 150 
UK subscription to international bank............ 35 
Total direct UK dollar expenditure....... 2,495 
Rest of sterling area’s dollar expenditure in and 
outside Western Hemisphere ..............ceeeces sees 620 
3,115 
* * * 


Banking with Inconvertible Sterling 


The effect of the suspension of convertibility of sterling on 
international banking business transacted through London has 
already begun to make itself felt. The symptoms, which are dis- 
cussed in some detail in an article in the Annual Banking Survey 
published with the current issue of the Records and Statistics 
Supplement, include the decline in Clearing Banks’ acceptances. 
It is, however, the merchant and foreign bankers in London 
that have felt the impact most immediately. There is no 
question that there has already been a considerable reduction in 
the demand for credit facilities provided by London for the finance 
of trade with or between non-sterling countries. Since the sus- 
pension of convertibility a considerable volume of trade between 
non-sterling countries, which until August 20th was invoiced, 
paid for and financed in sterling, has been conducted on a dollar 
basis. It is interesting to note, however, that even where this 
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has taken place the facilities of the London market are in some 
cases still being used. London banking houses are in effect ex- 
tending dollar credits, working in some cases with their own dollar 
resources, in others with dollars provided by the Exchange Control, 
So long as there is assurance that the dollars paid out will be 
reimbursed, there can be no quibbling about the interposition of 
a London house in the transaction—a compliment to the mech- 
anism of the London market, though at the same time an un- 
welcome, but inevitable, reflection on sterling. 

The August 2oth developments have had no effect on credits 
used to finance sterling area trade. These are still handled largely 


* through London houses, whether the transactions are inter-sterling 


trade operations or those in which one of the parties is in a 
sterling area and the other in a non-sterling country. The greater 
part of the international credit facilities provided by London now 
takes the form of sight credits, payments being made against 
delivery of shipping documents. The acceptance credit has 
suffered some decline in international trade. The volume of 
commercial paper circulating in the London market has been 
steadily increasing recently but largely as a result of increasing use 
of acceptance credits for financing domestic trade. The future of 
the London credit as an instrument for financing international 
trade clearly depends on the return of sterling to effective con- 


er and automatic transferability over a large part of the 
world. 


* * * 


Europe’s Breadgrain Deficiency 


The severe winter and a rainless summer were expected te cause 
a serious decline in the European breadgrain harvest—wheat 
and rye. But a number of countries have reported that their 
crops are even smaller than was originally anticipated when the 
Marshall Report was drawn up. According to the Paris Con- 
ference, the breadgrain requirements of the fifteen participating 
countries (excluding the United Kingdom) were estimated at 
38 million tons for 1947-48. Home production was put at 21 
million tons, leaving an import balance—which was not assured— 
of 17 million tons. These requirements permitted the existing 
level of consumption to be maintained, but no allowance was 
made for an increase in stocks. The difficulty facing Europe is 
that whereas domestic production has been reduced by at least 
500,000 tons, there is little likelihood of even the original import 
balance of 17 million tons being met. 

It is, of course, difficult to give an accurate assessment of the 
exportable surpluses of the chief grain producing areas, as much 
depends on the quantity consumed internally, which has lately, 
been rising. Also, in the United States wheat is being used as a 
livestock feed owing to the shortage of maize. But an idea of 
the quantity available to Europe can be obtained from the 
following estimates. It is generally thought that American wheat 
and rye exports to Europe this season will total 10 million tons, 
while Canada, after meeting her obligations to Britain under the 
long-term wheat contract, will only have about 1,000,000 tons 
of breadgrains available for export to other countries. No official 
estimate of the Argentine harvest has yet been published, but 
in view of the reduced acreage, it is improbable that exports 
will exceed 2,000,000 tons, and even this figure is optimistic. 
From Australia it may be possible to export 1,500,000 tons if 
shipments to the Pacific area are drastically reduced and on the 
assumption that a similar quantity is being purchased by the 
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United Kingdom. These estimates give a total exportable surplus 
available to Europe of 14} million tons compared with an import 
requirement of 17} million tons. This deficiency of 3,000,000 
tons represents four weeks’ supply. On this basis, Europe will 
we sufficient breadgrains to feed itself until the end of May, 
1948. 

The prospects, however, for 1948-49 are not very encouraging. 
Poor germination of winter sown wheat in the United States and 
the disappointment of the Canadian farmers over the new wheat 
contract price suggest that wheat production may be less than 
this year’s total. And Europe will be unable to accumulate stocks 
to meet it. If the supply of breadgrains next season is shorter 
than this season’s, Europe can only be saved from severe privation 
by the introduction of an effective international rationing scheme, 
which would reduce domestic consumption in the major grain 
producing countries. 


Rayon for Export 


In rayon manufacture, as in other textile industries, emphasis 
has changed from supplying the home market to searching for 
export markets, especially in hard currency areas. Two weeks ago, 
the minanum allocation of rayon production for export was raised 
to §0 per cent for the period January to April next year. But 
the prize gymnastic exercise for earning hard currency has been 
kept for this week. It requires a little preliminary explanation. 

Although all three sections of the rayon industry—filament 
yarn, staple fibre and piece-goods—are expected to make a con- 
tribution towards achieving the export target of £3,630.000 a 
month by the end of next year, special interest attaches at present 
to the position of staple fibre. Production of staple fibre can be 
increased more rapidly than filament yarn and it also has better 
prospects of earning dollars. The American textile industry’s 
requirements for staple fibre are well in excess of the American 
rayon industry’s capacity to supply them at present. In its October 
issue, Rayon Organon, the American rayon trade journal, estimated 
that in the first eight months of this year the United States 
imported 174 per cent of its staple fibre needs. This gap in the 
American market is likely to persist for some time or until the 
United States industry can complete its expansion programme 
which is now under way. 

The Board of Trade have decided to divert British staple fibre 
from the Lancashire textile industry to the American market, 
since raw staple fibre will earn dollars while its capacity to carn 
hard currency in the form of piece-goods is more problematical. 
But the weaving industry must not be starved, so the argument 
goes, for it too has a valuable if less certain contribution to make 
to the export drive. So staple fibre is being imported experi- 
mentally from Holland to feed Lancashire’s looms with rayon, 
at a price rather higher than the British product. 

This is one instance—there will probably soon be others—of the 
contortions to which industry must now be subjected in an effort 
to pay for essential dollar imports. It will have the more salutary 
effect of bringing home to consumers in this country the increased 
prices which now have to be paid for ever-dwindling supplics— 
a blunt truth from which they were shielded when the textile 
allocations for export were cut last March in order to maintain 
supplies at home. It will involve some nice calculations of gain 
and loss. In particular, at what point is a gain in dollar earnings 
counterbalanced by an increase in sterling costs for imported sub- 
stitute supplies? A few schemes of this sort will show the 
measure of the real depreciation of sterling against the dollar as 
it is measured at Millbank. 


* * * 


Flash-back to Gilt-edged Rigging 


Twelve months ago, when pressed to disclose the amount of 
the national debt held internally by Governmental agencies, in 
order to clear up the controversy about official operations in the 
gilt-edged market, the Chancellor replied that the information 
regularly made available was adequate, and he did not propose 
to add to it. In fact, the only information is that extracted by the 
persistence of certain Parliamentary questioners, who each year 
since 1939 have obtained from the Chancellor two figures—the 
amount of floating debt and of “other” debt so held at the pre- 
ceding March 31st. “Such information is foronly grossly inade- 
quate ; itis also, as Hie Eowees inted out some months ag 
hopelessly and perhaps deliberately misleading. The nature 
these totals is not usually defined, but from a supplementary 
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statement by Mr Dalton two years ago, listing the “ principal” 
departments concerned, it is evident that the Bank of England 
Issue Department was not included—although it certainly ranks 
with the National Debt Commissioners as the biggest holder, 
Hence the figures raise more problems than they solve, 

This is particularly true of the latest release, showing that at 
March 31st last the departments held £695 million of floating 
debt and £3,152 million of other debt. Although the Bank of 
England Issue Department is even more clearly a Governmental 
agency than it was in 1945, it is still excluded. Yet the total 
holding shows a huge increase over the year—by no less than 
£649 million, easily the biggest annual movement in the series, 
The expansion in 1945-46 ¢vas only £290 million. 


* * x 


Departments “ Go Long” 


The annual changes in the two categories of debt are shown in 
the first two columns below. In addition, an adjustment has been 
made for known issues of “other” debt to the National Debt 
Commissioners (column 3), since these issues generally comprise 
special securities such as terminable annuities, representing in- 
vestments held on behalf of the Post Office Savings Banks, Tt 
is reasonably safe to presume that the bulk of the residual “ other” 
debt (column 4) comprises marketable securities ; this, therefore, 
is the item which has most relevance to the gilt-edged market. 


DEPARTMENTAL HOLDINGS OF SECURITIES 
(4 Mns.) 


Other Debt 





' 
Change in Years Floating Issues (net) | Total 
Ended Mar, 31 Debt | : “Marketable” rads 

Total tet, es | Securities 

| missioners | | 

{ 
BONO ts 5 san ecess + 9 | + 49 Nil + 49 + 140 
MAS Keeuccsacecas +193 | + 173 + %6 | + 9 | + 36 
DU Poadinee bhcad + 4 | + 25 | + 167 | + 89 + 299 
BONS aS 5 ni ve } + a7 | +35 | +40 | + 71 | 498 
1944 +137 | +3390 | + 357 — 21 + 467 
DD pica nsaoseee + 1% + 429 + 48 | — 39 | 4+ 625 
Oe ee ; — 265 | + 555 | 429 | +259 | + 29 
oo ee + 71 + 572 | + 218 + 354 | + 649 


Apart from the known issue of £50 million to the National Land 
Fund (which apparently was still intact at end-March last), the 
sources of the £360 million additional absorption in 1946-47 (com- 
pared with the previous year) can be only surmised, Conceivably, 
the bulk represents accumulations of trading and miscellaneous 
surpluses and of receipts from sales of surplus stores which at the 
date of the statement had still to be directly absorbed into the 
central Exchequer. The speed with which the “clawing-back” 
process proceeded and the “revenue” from sales of surpluses 
accrued immediately after the April Budget strongly suggests 
that large sums were awaiting transfer at the end of the last 
financial year. Pending such transfer, and their consequent 
appearance in the Revenue Return, they would have been “ lent” 
to the Treasury against various forms of internally-held debt. 
There is also a possibility that any holdings of the now redeemed 
Local Loans stock were not included in the 1946 figures on the 
ground that it was not technically an obligation of the Govern- 
ment ; whereas the successor stock, the ill-fated “ Daltons,” was 
certainly largely held in March last, and naturally figures in the 
total. 

From the gilt-edged market standpoint, the figures, so far as 
they go, strikingly support the assumption that the cheaper money 
drive necessitated a major offensive by the “departments.” In 
the two years to end-March last, a period which covers the whole 
of Mr Dalton’s drive, the floating debt holdings actually declined 
by £188 million, whereas the longer-term portfolio expanded by 
no less than £1,127 million. In this second category, £514 million 
represented known net issues of non-marketable securities to the 
Debt Commissioners ; but, even after allowing for this, the 
“ marketable ” longer-term securities rose by £613 million. If the 
Bank of England’s portfolio had shown changes which substantially 
counteracted this huge switch—in other words, if the Issue 
Department had on balance been taking in floating debt while 
releasing other securities—Mr Dalton would surely have thought 
the time ripe to bring the Bank figures into the reckoning, Unless 
and until he sees fit to give more information, the presumption 
must be that the departments were obliged to “go long” on a 
very large scale indeed, because the public in face of enforced 
interest cuts was determined to “ go short ”—so short, indeed, that 
it demanded cash, ~ ; . parm 
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A POWER BEHIND 


BRITAIN’S DRIVE | 


THE SPIRIT OF ENQUIRY 


SS ceennmtied 
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one 
. i 
de iota i. cata naling 





SSS 


} 
“The Devil’s in it”, they growled... | 
Nickel, cursed by Saxony miners two centuries ago as i COMPANY 
impossible to refine, has to-day become a blessing. The Generating Plant for Steam, Water or Oil Power * Sub-Stations 
isolation of pure nickel and the wide application of its and Converting Plant » Transmission Systems, Transformers, 
Switchgear and Control * Electric Traction and Transport 
industrial Electrification - Welding Equipment < Electrical 


Equipment for Marine Purposes - Domestic and Allied Appliances 
Aircraft and Aircraft Electrical Equipment. 





specialized alloys have influenced industry in a thousand 
ways. Without this background of research and enquiry 







we would not now enjoy many commonplace comforts 







and advantages. 






ITS 
ATS The English Electric Company Ltd. Works at: 

yy Stafford, Preston, Rugby, Bradford, Liverpool. 
Registered Office : 


Th 
THE MOND NICKEL COMPANY, LTD. sent Ly 
2 Queens House, Kingsway, London, W.C.2 


GROSVENOR HOUSE, PARK LANE, LONDON, W.1 








] HE territories blacked-out on the two hemispheres 
shown above give an approximate idea of areas already covered, 
or influenced, by planned demonstration tours of “Bristol” Freighter 


and Wayfarer aircraft. To demonstrate “Bristol” aircraft | K I T % H E N H E L r 


and British export enterprise in this practical way, over 62 countries , 5; ‘ a F 
have been visited to date; aircraft have floun approximately Hotels and canteens supplied with Calgonite for their dishwashing 


96,000 miles for approximarely 630 hours flying time; machines are assured of reliable help in the kitchen. Calgonite 
192 towns have been visited and the total population af all areas contains Calgon which dissolves lime scum and makes a clean 
covered $0 far amounts to over 900,000,000, and simple job of washing up, especially when the water is hard. 


ALBRIGHT & WiLsON 
HAA KAA | @) (CHEMICALS 


OMPANY LIMITED , 
THE BRISTOL ABRROPLANE © T agimiticrs : meee sie 


hai eae 
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2 
‘Eyes to See’... 
Sam Weller said that he might be able to see 
through a flight of stairs and a deal door—af ‘his 
eyes were “a pair o’ patent double millon 
magnifying gas microscopes of hextra power ”’. 
The modern microscope does better. It can 
reveal secrets whose existence was hidden from 
This metal- 
lurgical microscope, for example, shows details of 
the structure of what to the naked eye is but a 
lump of metal. 


naked eyes for thousands of years. 


Since metals are opaque they are 
The surface of the 
metal under examination is given a high polish so 
that a beam of light directed on to it is reflected 
The power of the 
instrument is such that, while an ordinary hand 
glass may magnify up to two diameters, the 
microscope shown here has a magnifying range 
extending up to three thousand diameters! For 
the past 80 years the microscope has played an 


examined by reflected light. 


back into the microscope. 


important part in. the study. of metals. _Modern 
instruments like that shown above have enabled it 
to retain its position as one of the most important 
pieces of equipment in the laboratory of the metal- 
lurgical chemist. The metal- 







lurgical microscope is a sign of 
the” readiness of the British 
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India, China, Austra 
well as services in South America. 
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BARBER TEXTILE 
CORPORATION LTD. 


Year Ended 31st July, 1947. 


Group Companies 
Jos. BARBER AND Co. 
CANNON Bros., Lip. 


CoLouRED CoTTon Sprnninc Co,, Ltp. 


W. A. OpENSHAW AND Co. 


TALBOT SPINNING AND WEAVING Co., LTD. 


CONSOLIDATED ACCOUNTS 


show 
Issued Capital— 
{1 Preference Shares 5% 
4s. Ordinary Shares 
Premium on Shares soi ee “is 
Reserves and undistributed Profit {a 


Surplus (inchading Net Current Assets of 
£364,959) ... 


Profit al asi ea sor 
Taxation and Deferred Repairs ... 


Net Profit 
Dividends (net) a ase 


Earned on Ordinary (before taxation) La 
Paid on Ordinary (15% plus bonus 5%) 


by flying boat! 





K. to Africa, 
a, and New Zealand, as 


At present bees J include 
i 


Sweet Sixteen—and sweet dreams, too, as the 
giant Short boat flies through the air with 
the greatest of ease. What will her relatives 
in England think of her — “ our cousin from 
New Zealand ”— and what will she think of 
them? How easy and pleagafit ‘it is, how 
clean and comfortable, how romantic, to fly 


£ 
55,000 
355,000 
506,221 
157,220 


1,073,441 


175,900 
99,633 
76 267 
40,562 


48%, 
20% 





Tea was fun, too, watching the clouds go by. Of 
course, it was rather unkind of daddy to spend 
solong upstairs in the lounge last night, talk 
economics to that Professor, but it did leave her 
the whole of the evening to herself in that lovely 
cabin, If only this pleasure cruise could go on 
for ever! But then, there’s England, too. ... 


This year, next year—some time it will be 
your turn to travel. Enquire from your travel 
agent, then, the routes served 7 Short flying 


ing 


Dis fun co fly by flying boot! amet 


| Shorts 


Shott Bros. (Rochester and Bedford) Ltd., Rochester, Short & Harland, Ltd,, Belfast 


THE FIRST MANUFACTURERS 
OF AIRCRAFT IN THE WORLD 
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Discrimination in Tin 


America’s dislike of discriminatory practices, as adopted by 
other countries, has once more taken the form of a proposed inter- 
national agreement, This time, the proposal—which: was recently 
discussed at Geneva—covers the abolition of discriminatory €xport 
duties ; the result of these discussions will be made known next 
week when the full tariff agreement is published. . Until then, it 
will not be Known how far the proposals have been translated into 
specific undertakings which might have a serious effect, in par- 
ticular, on the Malayan tin industry, For many years past, an. 
export duty has been levied on Malayan ores and concentrates 
shipped for smelting in countries outside the Empire. ‘This duty 
is admittedly discriminatory ;. its intention has. been to foster 
local tin smelting. . The, same objective of assisting local smelting 
has been pursued in the United States by. the provision of.a 
government subsidy for the recently-built tin smelter at Longhorn 
in Texas. 

Here is scope indeed for argument about discrimination; The 
duty on exports of Malayan ore is an.admitted case, but would 
its abolition be fair if direct subsidies for tin smelting continued 
elsewhere ? The output of the Longhorn smelter in the first nine 
months of this year was only 24,500, tons compared with 36,000 
tons in the corresponding period of 1946, but the reduction was 
due more to a lack of supplies of ore rather than to. American 
Government policy. The-fact is that the low-grade Bolivian ores 
which feed the smelter require an admixture-of high grade ores 
from Malaya and Indonesia for sweetening and to. make operations 
at Longhorn economical... Thus, even. if. the..Texas smelter 
were operating close to its rated capacity of 70-90,000. tons (com- 
pared with current American tin consumption: of about 60,000 
tons a year), the United States would be even more dependent on 
supplies of richer tin ores from Eastern sources. Such a demand, 
if it were projected on to a free Singapore market, might be suffi- 
ciently large to force local Malayan smelters to close down through 
a lack of supplies. If, therefore, the abolition of the tin export 
duty is contemplated, it should be coupled with the abolition of 
the subsidy to the Longhorn smelter, so that Malayan smelters 
could then compete on an equal footing. 

Malaya obviously would not wish to lose the American market 
for tin ore, and an intransigent stand about the export duty which 
was intended to force the United States to purchase tin-metal 
might well lose both the tin-metal and the tin-ore market—with 
the consequent loss of important dollar earnings. The American 
Government has already purchased fairly large quantities of con- 
centrates from the Netherlands East Indies and reports suggest 
that a long-term agreement is being arranged with the Dutch 
authorities. If, therefore, Ameriean policy-intends to keep the 
Longhorn smelter’in operation,’ Malaya might ‘have to make a 
one-sided concession—merely to assist the uneconomic process of 
shipping tin ore and concentrates half-way across the world when 
it could be smelted at the source. 


e &19 
Employment in September Le 


The Ministry of Labour’s. manpower figures for September 
are more than usually interesting, because they begin to show the 
effects of the emphasis on production for exports. If ‘the figures 
até to be believed, the number of persons directly working on 
exports increased by 131,000 during the month and’ is ‘now 74 
per cent above the mid-1939 figure’ In previotis months, the 
increase had been atthe raté of 10-15,000 a’ morth only. “The 
September figure, ‘however, is ‘difficult to’accept at its face value! 
There is no doubt ‘that more workers are now ‘employed ‘on 
exports, but the difficulry of determining the boundaries between 
home’ and export production is often considerable, particularly 
in industries manufacturing components. Equally there’ can be 
little. doubt that many firms, ‘on whose voluntary returns the 
Ministry has to rely, tend to push up their export manpower 
figures—at least to givé a good impression of how well they are 
doing and perhaps-to'’support their ‘claims for fuel and materials. 


With. this qualification, however, the manpower: trend. seems, 
broadly satisfactory. The. total, working. population. of. 20,363,000. 
has increased over the middle. of the year, as a.cesult.of the addi. 
uon of 20,000 women, although it will drop again before. the 
end of.the year...The mumber employed in: imdustry .is. now 
18,676,000, more than 750,000 above that of 1939... The increase 
of 17,000 in the number of women) in industry last month is par- 
ticularly encouraging, for it..suggests\ that. the response to the 
Government's. recruitment. campaign, has exceeded, expectations. 
The bulk of the increase is accounted for by part-time workers, 
the number of whom increased by 30,000 during the month. . This 
is clearly the solut:on to the problem of employing married women. 
The slight increase in employment. in building and civil engineer- 
ing, which is now above its prewar strength, and in. the. distri- 
butive. trades is not so auspicious, though it cannot. be called 
serious,. There should be a downward trend.in building during 
the winter months, while distribution is still, at. only 81. per cent 
of its prewar level. 


The Government is now trying hard to recruit agricuitura! 
workers, and aims at an increase of 85,000 by the middle of next 
summer. Just over half of this total, it is expected, will be made 
up of European volunteer workers, Poles and German prisoners 
of war who elect to stay in Britain as civilians, leaving the balance 
to be found from British ‘sources. Unless the schemes to give 
priority for house building in rural areas are expedited, it is 
doubtful whether any campaign to recruit farm workers or any 
use of the powers of direction will succeed very far. The effect 
of the switch over to exports is not yet reflected in the unemploy- 
ment figures, which increased by 19,073 between mid-September 
and mid-October. This still represents only 14 per cent of the 
insured population, although the proportion is considerably higher 
in the development areas of Wales and Scotland. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 


rts also r in the Supplement: British Sugar Corporation ; 
a —- si Imperial Smelting. 








Wm. Doxford and Sons; Singer Motors ; 
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Standard Motor Prospects 


When the Standard Motor Company issued its preliminary 
statement several weeks ago, shareholders were astonished to learn, 
without a word of explanation, that net profit for the year ending 
August 31, 1947, had been reduced by some 30 per cent from 
£283,499 to £198,915. Despite much conjecture about the real 
earnings position of the company, the actual reason for the fall 
in net profit remained hidden until the full accounts revealed that 
trading profit had in fact increased by 31 per cent, and that the 
reduction in net profit was brought about by the increased pro- 
visions for taxation and depreciation, The next instalment in this 
serial was provided at the meeting last week with its indications 
that shareholders should await the final chapter with fair con- 
fidence—the marketing of the new “ Vanguard” car and of the 
Ferguson tractor, in which £3,000,000 has been invested on 
capital account during the last two years. 

The “ Vanguard” will go into production early in 1948 and 
at the same time double shift working on the Ferguson tractor 
will begin. The company’s total output of vehicles, including 
the Standard and Triumph cars and the tractor is at present in 
the regiun of 8,000 vehicles a month. The originally planned 
output of Ferguson tractors has already been reached, and the 
company is confident that it will be able to make a substantial 
contribution to the Government’s planned increase in exports of 
agricultural machinery from {1,500,000 a month at the end of 
1947 to £4,500,000 a month at the end of 1948. 


As yet no figure has been given for the contemplated output 
of the Vanguard to replace the present Standard and Triumph 
models, although the chairman stated at the meeting that orders 
for the new car ran into hundreds of thousands. There can be 
no doubt of the ambitious intentions of the Standard Motor Com- 
pany and it is to be greatly hoped that shortages of power, steel 
and other raw materials in the coming months will not interrupt 
their plans. But it will not be forgotten that, about this time last 
year, equally optimistic forecasts of prospects were being made 
by the motor industry, which did not foresee that it was on the 
brink of the calamities of the ensuing February and March or 
of the later diversion of an increasing proportion of its output to 
foreign markets. No signs of apprehension were heard at the 
Standard Motor meeting. The company has taken the plunge, 
scrapped its old models, and is launching what is virtually a new 
product. For that willingness to take so high a degree of risk it 
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Suppliers of Aga Cookers to H.M. The King 


Cooker for Farmers 


NEW PRIORITIES SCHEME 
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deserves success, but the market, overseas and at home, will be! 
the final arbiter. 
* * _ 
Payment by Results 
The Mimstry of Labour Gazette has filled a gap in industria} 
statistics with a timely survey of the proportions of time ang 
pieceworkers in manufacturing industry. Both sides of industry 
have declared their readiness to co-operate with the Government 
in extending systems of payment by result, in order to secure in. 
creased output, and more factual information about the adoption 
in practice of piecework systems is, for this reason alone, particu. 
larly valuable, especially if it can be published at regular intervals, 
The proportion of workers on piece rates varies widely from 
industry to industry. Of the 5,750,000 workers covered by the 
survey last April, pieceworkers accounted for only 26 per cent— 


only 1 per cent more than in October, 1938. The proportion of. 


women employed on piece rates is considerably higher than for 
men—38 per cent compared with 23 per cent, though there wag a 
drop of 8 per cent compared with October, 1938, in the proportiog 
of women working on piece rates. Nearly two-thirds of the indi- 
vidual industries covered by the survey had relatively fewer 
women pieceworkers in 1947 than in 1938. In the range of 
engineering and general manufacturing industries, the proportion 
of pieceworkers is fairly high. In the metal, engineering and ship- 
building group as a whole, no less than 46 per cent of the men 
were working on piece rates, and in a few individual industries, 
including iron and steel manufacture, electrical engineering and 
motor vehicle production, the proportion was over §0 per cent, 
Such industries as transport (2 per cent) and public utilities (1 per 
cent) do not lend themselves easily to systems of payment by 
results, but the recent agreement reached in the building industry 
should lead immediately to a large increase in its present negligible 
proportion of 2 per cent. In the textile group, 43 per cent were 
pieceworkers, and the proportion of women pieceworkers was as 
high as §8 per cent. 

The fact that only one quarter of the workers covered by the 
survey are working on piece rates cannot be regarded as satis- 
factory, at a time when the most rapid and effective incentives to 
increased output are needed, It would certainly be an advantage 
if the representatives of each industry could examine their methods 
of wage payment, to see how far in practice systems of payment 
by result can be extended. 









r ViEW OF the great demand 
for Aga Cookers. and Water 
Heaters, both in this country and 
abroad, and in accordance with 
“ National policy’, Aga Heat 
Limited have decided to in- 
augurate a system of priority 
deliveries. 
(1) Exports (2) Farmers (3) Doctors 

In this time of National crisis, 
when the country bitterly needs 
all the foreign exchange it can 
get, it is obvious that exports 
must take first place. The reasons 
why the next priority has been 
allocated to farmers are also 
simple. 

Freedom from worry: When the 


nation is making a special effort 
to make itself more nearly self- 
sufficient in food, it is important 
that farmers should be given 
every facility by way of modern 
equipment. 

Just as tractors are replacing 
horses, so should the farmer’s 
kitchen be equally up to date. 
The Aga cooks more food and 
heats more water to each ewt. of 
fuel than any other appliance of 
any description. It is not, as 
some people seem to think, a 
luxury toy for the well-to-do, but 
a fuel-saving invention § of 
national importance. Besides 
directly saving solid fuel, the 





AGA HEAT LTD. (Proprietors: Allied Ironfounders Ltd.) 


Aga also relieves the load on gas 
and electricity undertakings: this 
is particularly important in rural 
areas. 

Freedom from unnecessary work: 
The Aga requires only a couple 
of minutes’ attention a day. By 
saving labour, and also by im- 
proving general domestic working 
conditions, the Aga enables the 
farmer and his wife to give more 
time and energy to their work as 
producers, 

Aga Heat Limited believe 
that, by giving first priority 
at home to Farmers, they are 
benefiting the country as a 
whole. 


20 NORTH AUDLEY STREET, LONDON, W.1t. MAYfair 6131 


The word AGA is the registered trade mark of Aga Heat Lid, 
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GOMPANY MEETINGS 
aD 


IMPERIAL SMELTING 
CORPORATION, LIMITED 
A MARKED IMPROVEMENT 


The annual general meeting of this com- 
y was held, on the 12th instant, in 

Pach, Mr John R. Govett, the chairman, 
presiding. 

The following is an extract from his state- 
ment circulated with the report :— 

The net profits for the year ended 
June 30th last showed a substantial increase. 
Two factors are in the main responsible for 
the marked improvement, viz. a wider 
margin between costs of raw materials and 
operation charges on the one hand and rea- 
lised prices on the other, and the effects of 
the rigidly conservative policy followed by the 
board during the past few years. It would 
be unwise to anticipate a continuance of the 
former. After payment of the dividend on 
the 6} per cent. Preference shares the direc- 
tors recommend a dividend of 5 per cent., 
plus a bonus of 1 per cent., less income-tax, 
on the Ordinary shares of the Corporation. 
The carry forward to the current year has 
been increased by £42,252 to a total of 
£103,354. 

The revenue received in the way of divi- 
dends from our wholly and partly owned sub- 
sidiaries and investments in associated enter- 

rises continues to be satisfactory, Orr's Zinc 
White Limited, Fricker’s Metal and Chemi- 
cal Company, Limited, National Alloys 
Limited, Cuprinol Limited, British Titan 
Products Company, Limited, Fisons Limited, 
Capper Pass and Son, Limited, The Wolver- 
hampton Metal Company, Limited, etc., all 
show good trading results. 


PRODUCTION MAINTAINED 


Fuel and power shortages and dislocation 
of services last winter interrupted production 
at each of our principal works, the most 
serious being at Widnes, where production of 
lithopon:> stopped entirely for three weeks 
and could only be resumed at about 75 per 
cent. capacity for several months. Notwith- 
standing this setback, average production over 
the whole period was well maintained. Zinc 
production exceeded that of the previous year, 
largely due to a record output from, and im- 
proved efficiency in, the operation of the ver- 
tical retort plant. The production of sulphuric 
acid was the highest in the history of the 
Corporation. These achievements in the face 
of unfavourable conditions resulted from the 
eficiency and high morale of our works 
management and operatives. The difficulties 
caused by shortages of fuel and other supplies 
were minimised by the helpful co-operation 
of regional officials of the various Ministries. 
Shortages of constructional materials and 
delays in delivery have slowed up our pro- 
gramme of modernisation and expansion. 

Throughout the year the products of our 
works—all of national importance—continued 
to meet a heavy demand from essential indus- 
tries. Under the officially controlled distri- 
bution of our lithopone, the home paint trade 
has absorbed 75 per cent. of our production, 
leaving only 25 per cent. for other trades and 
export. The high performance of our latest 
type of vanadium catalyst (N.P.7) in Govern- 
ment acid plants during the war has con- 
firmed the excellence of this I.S.C. product. 
It is now being adopted by leading sulphuric 
acid manufacturers in this country and 
abroad. While business continues at a high 
level and absorbs practically all our supplies, 
the obvious uncertainties now developing pre- 
vent any reasonable prediction of results for 
the current twelve months, 

The report and accounts were unanimously 
adopted and a special resolution was passed 
approving an alteration to the Corporation’s 

icles of Association, amending Article 99 
to enable the board to appoint a person who 
might, or might not, be a member of. the 
directorate, as president of the Corporation, 


GENERAL CEYLON RUBBER 
TEA ESTATES, LIMITED 
MR, J. GILROY ANNAN’S 
STATEMENT 


The fiftieth annual general meeting of this 
company was held, on the Lith instant, in 
London, Mr J. Gilroy Annan, the chairman, 
presiding. 

The following js an extract from his circu- 
lated address for the year 1946: The net 
profits, as compared with 1945, are less by 
some £19,300. Revenue from tea was more 
by about £21,900, partly on account of in- 
crease in crop secured during the season, and 
also to a small increase in selling price. 
Revenue from rubber shows a decrease of 
about £21,000, almost entirely offsetting the 
increased tea revenue. The crop of carda- 
moms was considerably reduced, and despite 
an increase in selling price of about 11jd, 
per pound, the revenue from this product 
was less by approximately: £1,150. 

Costs of production have continued to rise 
during the year, tea by 1.83d. per pound, 
rubber by 3.06d. per pound, and cardamoms 
by 28.74d. per pound, as compared with the 
1945 average costs. The excess of current 
assets over commitments, including provision 
for taxation, shows an improvement of £5,496 
over the corresponding figures for 1945. Your 
directors recommend the restriction of the 
distribution in dividend to 5 per cent., less 
income tax, 

* The estimates for 1947 are framed to deal 
with a crop of 2,608,000 lb. of tea and 
1,464,000 Ib. of rubber, the crop harvested 
to September 30th being 1,928,932 lb. of 
tea and 826,831 lb. of rubber, compared 
with 1,829,234 lb, of tea and 970,674 ib. 
of rubber at the corresponding date in 1946, 

The visiting agents continue to report 
favourably on the company’s properties and 
the agricultural condition of the estates. 

The report was adopted. 


MALAYALAM PLANTATIONS, 
LIMITED 
RECORD FIGURES 


The twenty-sixth ordinary general meeting 
of Malayalam Plantations, Limited was held 
in London, on the 13th instant, Mr H. J. 
Welch, the chairman, presiding. 

The following is an extract from his 
circulated statement for the year to 3lst 
March, 1947: — 

The figures in the accounts show high 
records for net profits, for net liquid assets, 
for surplus and reserves, and for cash in- 
vestments and funds. ‘The year proved to 
be a more satisfactory one for tea which 
showed a profit of £13 19s. per bearing 
acre as against £11 2s. 3d. in the previous 
year. Rubber production, however, was 
disappointing as its profit per mature acre 
fell from £7 8s. 9d. to £3 10s. 7d. Con- 
sequently, the trading profit showed only a 
slight advance and the much increased net 
balance available for dividend was made 
possible by reductions compared with last 
year of £16,000 in the sum provided out of 
revenue for expenditure on buildings, 
machinery, etc., and of £58,000 required for 
Excess Profits Tax and Profits Tax. 

The dividend paid by this company last 
year was 124 per cent. and it was 10 per cent. 
for each of the previous nine years. The net 
profit available was the highest for nineteen 
years and, in view of this, and the apparently 
satisfactory prospects for the company, the 
board decided to recommend an increase to 
15 per cent. of the total dividend for this 


ear. 

If adequate labour forces. are maintainable 
and climatic conditions are not too un- 
favourable, we estimate to produce during 
the current year 14,691,000 tb. of tea and 
5,493,000 Ib. of rubber. The current year 
again promises to be a satisfactory one for 
stockholders and the company’s financial 
position is one of great strength 

The report was adopted, 
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LIMITED 


HOME EXPORT PROBLEMS 


The forty-sixth annual ordinary general 
meeting of Raphael Tuck and Sons, Limited, 
was held in London on the 14th instant. 

Mr Tuck (chairman and joint 
managing director) in the course of his 
speech, said: The satisfactory results before 
you have been achieved in spite of a con- 
tinuation of many of those obstacles to which 
I referred last year, and which can be 
summed up under that unpleasant word 
controls. One important factor which has 
helped to offset our difficulties is that we are 
fortunate in possessing a world-renowned 
name as a background to our activities, It 
is an Open Sesame wherever we operate. It 
conjures up an immediate thought of Christ- 
mas, birthday and other greeting cards, of 
picture postcards, calendars, and of picture 
and other illustrated books which are of such 
delight to the younger generation. 

of us who are so closely in touch 
with the Christmas card, and realise how 
deep-rooted it is in the hearts of every 
section of the public, can only join issue 
with unimaginative people who care to re- 
gard it as an article of luxury. Nothing 
could be further from fact. We claim it to 
be a necessity in so far as any intention 
still remains of preserving the fabric of 
human society and of maintaining traditions 
which are the fundamentals of civilised 
people. Failure, by restricting necessary 
supplies of paper, to recognise and accept 
this proven truth, can only be classed as an 
instance of ill-advised policy which should 
be rectified at the earliest possible moment. 

Whilst the demand for our publications 
at home continues to show a liveliness which, 
due to the shortage of the supply of material 
we are unable to satisfy, we have, in res- 
ponse to the general call made upon in- 
dustry, been devoting our especial attention 
to the extension of our export markets, 
This entails the employment and mainten- 
ance of a chain of highly trained and skilled 
personnel to carry the work through from 
its initial to its final stages. Export erders, 
the moment they are received, have an im- 
mediate call upon their services. 


PRICE HANDICAP 


We face an immediate price handicap, 
because our hands are manacled. If you 
are dealing with a monopoly article, or with 
one whose entire output export can absorb, 
you might perhaps, in your calculations, be 
justified in divorcing export from home 
trade. But when it is a case of a manufac- 
tured commodity, the like of which is pro- 
duced abroad even though not as good but 
nevertheless passable, and, at a pinch, still 
acceptable there, a wholly different considera- 
tion should be given to such cases, instead 
of inflicting on manufacturers the suicidal 
policy of having their home supplies of 
material cut down or cut out simply be- 
cause the order has gone forth to “clear 
the decks ” for export. 

Our recent experience has shown us that 
although our friends overseas are more than 
ready and willing to buy from us, in some 
cases they find themselves confronted with 
barriers which greatly restrict, and sometimes 
prevent, importation. I hope that our legis~ 
lators have taken these conditions into due 
consideration whien planning the high ex- 
port targets which they have set. 

The more distant future will depend upon 
how long and to what extent industry as a 
whole is doomed to remain shackled and 
with the Sword of Damocles hanging over 
its head. Let wiser counsels prevail than 
are at the moment apparent. Let the éssen- 
tial partnership of ¢ and export trade 


be officially recognised, and then British 
Industry, ourselves included, will render a 
good account of itself. 

The report was adopted, 
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STANDARD MOTOR COMPANY, LIMITED 


LARGE CAPITAL EXPENDITURE 
MR C, J. BAND ON THE OUTLOOK 
SIR JOHN BLACK ON NEW PRODUCTION POLICY 


The forty-fourth ordinary general meeting 
of this company was held, on the 7th instant, 
in Coventry, Mr C. J. Band (chairman of 
the company) presiding. 

The Chairman, in the course of his speech, 
said ; 

It will be seen that the general lay-out of 
the accounts is on entirely new lines and the 
directors anticipate that the figures will pro- 
vide stockholders with a clearer picture of 
the financial position of the company. 

The interest of stockholders together with 
reserves appear in the top section of the 
balance sheet, and the lower portion shows 
how this interest is made up between fixed 
assets and net current assets. 

The general reserve has been increased by 
the sum of £200,000 transferred from con- 
tingencies reserve, the directors being satis- 
fied that the contingencies for which the 
reserve was created are not now likely to 
mature. 

During the year additions to the fixed 
assets less sales have amounted to no less a 
sum than £1,867,527. 


£3,000,000 IN CAPITAL ASSETS 


During the two years ending August 31st 
last, over £3,000,000 has been invested in 
capital assets to provide for “ Vanguard” 
and tractor production, 

Expenditure on the adaptation of factories 
leased from the Government is being written 
off over the terms of the leases. 

The value of stock and work in progress 
has increased by nearly £2,000,000, and this 
accounts for the large rise in trade liabilities. 
I can assure stockholders that this is quite 
in keeping with the large increase in the 
company’s turnover. 

In consequence of the policy adopted by 
the directors there has been a substantial 
reduction in the bank balance due to the 
capital expenditure I have already referred to. 

The 10-year bond shown in the accounts 
will mature early next year and the sum pay- 
able to the company will be approximately 
£130,000. 

The tax reserve certificates are adequate to 
cover the company’s liability for current and 
future taxation. 


PROFIT FIGURES 


If you refer to the profit and loss account 
you will see that the actual trading profit is 
substantially in excess of that in the previous 
year, but the net profit is less due to the 
incidence of taxation and the large sum re- 
quired for depreciation of fixed assets, the 
sum being £346,860, compared with 
£152,670 last year. 

It may be of interest when I tell you that 
all prewar plant has now been completely 
written off the company’s books. Having 
regard to certain comments made in the press, 
I must emphasise that the charge of £346,860 
for Depreciation represents pure depreciation 
for the year and that this figure has not in 
any way been increased by the Taxation 
Equalisation (Initial Allowances) Reserve 
referred to in the Directors’ Report. The 
substantial purchases of new plant in the two 
years ended August 31, 1947, have given 
rise to exceptionally high initial tax allow- 
ances for purposes of income tax, 
the effect of these being that a greater 
allowance for wear and tear has been given 
for income tax than the amount written off 
in the accounts as depreciation. 

If full credit were taken for these allow- 
ances in arriving at the provision for income 
tax, a false position would result. To cor- 
rect this the directors have created a Taxation 
Equalisation (Initial Allowances) Reserve, 
shown on the balance sheet as £200,000, and 


it is their intention to draw upon this reserve 
in future years to take care of the position 
when wear and tear allowances are less than 
the depreciation charged against profits. 

I feel bound to warn stockholders that if 
the depreciation policy adopted by your 
directors, as I think wisely, is continued in 
the future, the depreciation charge next year 
may be in excess of the amount which we 
have had to provide in the accounts now 
under review. Long-term stockholders will, 
of course, appreciate that this policy is for 
their ultimate benefit. 


DIVIDEND PROPOSAL 

I now turn to the directors’ report, which 
I am asking you to confirm. It 1s proposed 
to pay a dividend of 25 per cent., less tax, 
and to transter the sum of £50,000 to the 
employees’ special fund. 

Very frequently speeches are made by more 
or less irresponsidbie peopie about excessive 
dividends being paid py various companies, 
and, therefore, I wish to emphasise the point 
that, although the issued capital of this com- 
pany 1s a litue less than £1,000,000, the actual 
net capital of the company after making pro- 
vision for all liabilities is nearly £4,000,000. 
It is this latter sum that must be considered 
in relation to profits made or distributed. I 
had some comments to make in my speech 
to stockholders at the annual meeting held 
last year about the employees’ special fund. 
In the light of present conditions your direc- 
tors are still of the opinion that it is essen- 
tial to continue the building up of this fund, 
and thus ensure that our employees are, as 
far as possible safeguarded should unfore- 
seen circumstances arise. As I have stated 
on previous occasions, the fund is adminis- 
tered by a committtee, who give careful con- 
sideration to all cases brought before them. 
You are well aware that Sir John Black takes 
a keen interest in the welfare of all employees 
of the company, and I can assure you that 
the proposed allocation to the fund has his 
wholehearted support. 

THE OUTLOOK 

With regard to the future, I can state with 
confidence that our equipment is such that 
the company is in a position to expand its 
activities far beyond anything that has been 
achieved in the past. I have purposely said 
nothing about the company’s production 
because I am going to ask Sir John to second 
my proposition and, have no_ doubt, 
he will give you information that will be of 
the greatest possible interest. ; c 

Once again I ask you to join with me in 
expressing our appreciation and thanks to 
Sir John Black, his executive staff and all 
employees for their services during the past 
year. I have on numerous occasions ex- 
pressed my appreciation of their good work 
—on this occasion I will only add that so 
long as Sir John remains the skipper, with 
his uncanny foresight, outstanding genius for 
administration and production, and with his 
loyal and efficient crew, stockholders of the 
company can rest secure in their berths with 
the knowledge that the course taken will 
bring them through any storm into calm 
and safe waters. 

I have great pleasure in proposing the 
adoption of the balance sheet and accounts 
for the year ending August 31, 1947, and 
of the directors’ report for that year. 


SIR JOHN BLACK’S VIEWS 

Sir John Black (deputy-chairman and 
managing director) said: Mr Chairman, 
ladies and gentlemen,—Before I second the 
adoption of the balance sheet and accounts, 
and the directors’ report, I want to thank 
the chairman for all his advice and help 


‘THE ECONOMIST, November 15, 1947 


during the past year. I would also’ {ik 
to ee _ upon 7 analysis an 

preciation company’s progress 
dis layed in the balance sheet. * 

chairman has suggested that I should 

tell you something of the company’s pro. 
duction, and I propose to with this 
under two main ings. 

Firstly, the present output from our fac. 
tories. The combined production of Stan. 
dard and Triumph cars and Ferguson trac. 
tors is now approaching 8,000 units a month, 
The tractor output fulfils the original 
planned programme. 

Secondly, the programme in hand for the 
immediate future. 

ALTERATION OF POLICY 


The company has recently made an im. 
portant announcement in connection with 
the production of Standard cars for the 
future. It is a major alteration of policy, 
because it means the eventual termination 
of the existing range and the concentration 
of all production facilities on one model— 
the Standard “ Vanguard.” This car, de. 
signed in 1945 for the world’s markets, 
regardless of domestic legislation then ig 
existence, has had a remarkable reception 
from all countries. 

Production will start early in 1948 and 
the “ Vanguard” will contribute materially 
to the country’s exports. Some hundreds 
of thousands of orders have already been 
received. 

Concurrently with the production of the 
new car, the tractor programme will be 
stepped up by the introduction of a double 
shift. This will enable the Banner Lane 
works to increase its output substantially, 
Agricultural implements are an essential 
contribution to the company’s tractor activi- 
ties, and the manufacture of implements is 
increasing weekly. Arrangements are being 
completed to ensure that they will match 
the tractor figures. 

The Ferguson system of farming is of 
major importance to the country’s agricul 
tural policy. In addition, the Board of 
Trade have recently announced a substan- 
tial increase in the export target for agricul- 
tural machinery, which is to be raised from 
one and a-half million pounds’ worth a 
month at the of 1947 to four and a-half 
million pounds’ worth a month at the end 
of 1948. You may be assured that the 
company will make its full contribution 
towards achieving this vitally important ex- 
port objective. 

REVISION OF PRODUCTION METHODS 


Stockholders will appreciate that the 
change to one type of Standard car and the 
Ferguson tractor, both on a tremendous scale, 
has involved a radical revision of p 
tion methods, and great capital expenditure. 
As a result of these changes substantial 
economies will be effected in the future. 

_The benefit of all the hard work of plan- 
ning the rearrangement of manufacturing 
facilities is only just beginning to be felt— 
in fact, the overall unit production is increas- 
ing month by month, and with the conti 
co-operation of all the splendid employees of 
the company, output will rise steeply during 
the coming year. , 

I trust that the directors’ recommendation 
to allocate £50,000 to the employees’ special 
fund will receive the unanimous approval 
stockholders. 

I take this opportunity of thanking all 
employees, as well as suppliers, and dis 
tors and dealers both at home and overstas, 
for their enthusiastic co-operation during 
past year, and I trust that they will share 
with us any success we may achieve in the 
future. I have great pleasure in s 
the chairman’s proposition. 

The resolution was carried unanimously. 

he ere directors, Mr C. J. 
and Mr A. S. Dick, were re-elected, and 
the auditors, Messrs Thomson, McLi 
and Co., having been reappointed, the pro 
ceedings terminated with a vote of thanks 
the chairman for presiding. 





re fp io <- Sra 


Ts error: 


{ 





RF EBSSS FGE eke 


ge 8858 Sef FS 82F59 


s 
e 


ESR 


Bi 
S. 


Pete Bex 


Qo 
a 


~~ 
we 


SfeBe 


fTa® EREREE 


& 


EB Reb 


_ 
2 


BEES ee 


— 


ShRe 


“ 
s 





| sos Statistical Si ir 


GOVERNMENT RETURNS 


For the week ended November 8, 1947, 
total ordinary revenue was /69,947,850, 
against ordinary expenditure of 40,655,851 
and issues to sinking funds £440,000. Thus, 
including sinking fund allocations of £9,589, 891 
the surplus acerued since April “Ist is 
{243,474,548 against a deficit of (498,558,830 
for the corresponding period a year ago. 
ORDINARY AND SELF-BALANCING 

REVENUE AND EXPENDITURE 

Receipts. into the 


Exchequer 
| {£ thousand) 


Esti- “ApH Apart : a en 


Revenue | Mate, i 
3947 6 to to - j ended | ended 
Nov. Nov, | Nov.’| Nov. 
' 4 9, } 8, , ' 8, 
ees ail 1946 | 1947 | 1946 | 1947 
ORDINARY : poet) be : 
REVENUE | 
Income Tax - + 2075000, $75,765 438,707 6.141 5,269 





Sur-tax ........., 80,000 18.772 21'905 440, 450 
Estate, etc., Duties 155,000 86,619 99,699) 4,055° 2,300 
Stamps..........| 57,000, 20.165. 30,380. 200 800 
BDC. .....-+- ¥) 999 go9) 20,717 22,570 425; «950 
EPT ms | 208,754 159,309, 4,285) 7,292 
Other Tniand Rev! 1,000. 168 US, ws. sm 

Total Inland Rev. 1568000) 830,960 bane 15,546 17,061 
736,960, 362,583 480 496 16,639. 22,265 
aa 643,040) 357,700. 375,400 17.465) 25.853 


(a nee te ee er Fe 
Total Customs & i i 
Excise ........' 1380000 720,283 855,896 34,104 48,118 
Motor Duties ....| $0,000) 12,414) 12,911 1,303! 1,196 
Surplus W arStores, 95, 000) 74,818) 125,877) 89 «= 156 
j i 


Surplus = Kecripts) j 
from Trading . .| 55,000) 10,000; 30,175; 10,000) 


Post Office (Net! 

Receipts)... ... | eral 3,750; 2,580, 500) 1,800 
Wireless Licences. | 000 4,200, 5,170)... aj. 
Crown Lands .... 610 a 


Receipts from) 
Sundry Loans, 


Miscell. Receipts .. 


Totai Ord. Rev.. 


21, 000 21,017, 18,861, 11,770, 1,156 
. 270, 000! 22,322 188,435 1, 380) 62 


-/ 5451000; 1700374 2013240 74, 693 69, 948 











Seie-BALANCING | 

Post Office. ...... 144,230 13,900 82,200 3,000 1,900 
Income Tax 

E.P.T. Refunds 49,000 123,203 14,49 1,101) 332 


[wee ee min iesencie ae 





Total ...... ror 3644230 11897477 2109789; 78,794) 72,180 
| Issues out of the Exchequer 
{ to meet payments 
j (£ thousand) 
Sel "iol | et | CO 
Eapenditure mate, | ™ 8 Week | Week 
1947-48) tg | to ended | ended 


Nov. var we st 

|_| asie | 19h | iste | asir 
| 

| 525, 1000) 307, ets 318,493; 2,387) 3,889 

23,000, 10, re 13,11 696 7164 


ORDINARY 

Expenpiture 
Int. & Man. of 
Nat. Debt... 
Payments to N. 
Meland........ 
Issue to Nat. Land 








ee: . csxves ron $0,000; _... as bee 
Other Cons. Fund) 

Saris .....<, | 8,000, 3,911) 3,761)... 2 
eee Ons 556, Saas 372,312. 355,364 3,083’ 4,656 


Supply Services .. 2635114 1855942 1424811 44,700, 36,000 


sisi '2208254:1760175 47, 783; 40, 656 


———— een ee nem 


Total Ord. Exp... 








Sexr- SALANCING | t 
Post Office 144,230 73,900 £2,200 3,000 1,900 
Income Tax 


E.P.T. Refunds) 49,000 123,203 M4, ug AOD 332 


ee eet 


WA fei e's was 3383344,2405357, 1856724; 5) 884) 4 42,888 
After incre asing Exchequer balances. by £16, 331 to 
{3,111,950 the other operations for the week decreased 
the gross National Debt by £17, aA to to (28, 779 million, 
NET RECEIPTS & peenar 
Land Settlement (Favilities) aoe ‘T919 1921 12 
Accommodation) 





[eee ee) a ee 





ig (Te Act,..1944, 
lic ette cn re 
SA 
ae sere thousand 
FO. 2 Telegr: i : cea 400 
P.T. Re Ree 5b Snake cana e 406 
Trade Guarantees .. 10 





ing (Scotland). Act, Sec. 4 has enin 
‘al Authorities 1A, See ‘3; (1)... 6,300 
fousing (Financial Provisions) (Scotland) Act, 


War Peed er eves eee ee been Tee eee 


Fincnoe Acts, "1906 


rn 


12,547 2,547 





neuad 
OPT Pater Gralla” ese 








CHANGES IN DEBT (£{ thousand) 


Net Recerprs Nee REPAYMENTS 
Treasury Bills . 5,924 | 3% Def. Bonds ... *2,580 
Nat. Savings Certs. 1,150 | Tax Reserve Certs. 1939 

24% Def. Bonds... 789 | 3% Ter. Annuities 1,253 
Other Debt — 
Internal... ..... 57 
External ....¢ «.».+:« 242 
Ways & Means Ad- 
VANCES... cess 18,935 
7,863 25,005 


* Including £1,891,000 paid off on maturity 


FLOATING DEBT 
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Freasury Ways and 
Bills a Trea- 
Vances sury Totai 
Date |~ shine oe eae Float- 
Tender | Ta Public oe Bak bet 
P | Depts. Eng- . 
fand 
Gini toh ncaa vacihiiemteeliiationin — 
Nov. 9 2040-0 2479-0| 426-6]... | 1745-0) 6688-5 
Aug. 2|2180-0/ 2470-4/ 317-7 | 2-8 | 1400-5) 6371-0 
» 91 2180-0 | 2424-0) 348-4 [| 3-5 | 1400-5) 6556-4 
» 16) 2180-0 2428-2 | 336-7 1:75 | 1580-5) 6337-1 
» 23 }.2180-0 2467-9) 336-9 | 9-75 (1550-5) 6545-1 
» 30} 2190-0 2428-5) 339-8 | 4-75 | 1525-0) 6286+2 
Sept. 6 | 2190-0! 2466-4) 369-6 | 4-75 | 1304-0! 6334-8 
4 -93-4-2190+0}2499°9) 357-1 | 4-25 | 1296-5) 6347-7 
sriB.), 2190-0 2335-0) 327-7 | 8-0 | 1299-0) 6357-6 
ae 219070255711 322-3 | ... | 1292-5) 6361-9 
Oct. .4 | 2200- 0 | 2534-8| 363-9 | 19-8 | 1267-0! 6385-4 
» 111 2220-0| 2561-7) 345-2 | 20-3 | 1255-5) 6398+6 
w» 18 | 2230-0 2584-7) 362-8 | 2-0 | 1253-0! 6432-5 
» 25 | 2230-0 | 2561-5| 332-6 | ... | 1252*5| 6376-6 
Nov. 1 | 2240-0! 2543: 4) sev | 1°75 | 1252-5! 6392-5 
oe ae 252: . 


m 8 | 2250 0 | 2539-5} 
' 





TREASURY BILLS 











a (ks million) 

Per 

Amount — Cent, 

Date ot ER “ Allotted 
Tender | ot Ailot: at 
tiered APpHied| Allotted = Min. 

| vat % Rate 

1946 | | | 
Nov. 8| 160-0 | 293-4 | 160-0} ao 2-32 | 38 
347 j 

Aug. 8/ 170-0 | 276-6 | 170-0; 10 1-48 49 
» 415; 170-0 | 235-6 | 170-0 10 2H 68 
» 22] 170-0 | 258-4 | 170-0 10 1-58 55 
"  99/ 170-0 | 251-9 170-0} 10 3-14 59 
Sept. 5} 170-0 | 276-8 | 170-0 | 10 2-54 6 
» 12) 170-0 | 269-7 | 170-0 10. 2-85 51 
» 29} 170-0 | 263-5 | 170-0} 10 3-10 57 
» 26! 180-0 | 277-4 | 180-0} 10 2-66 2 
Oct. 3] 190-0 | 299-9 190-0} 10 1-39 49 
» 10} 180-0 | 291-3 | 180-6 10 1% 47 
" 47] 170-0 | 268-9 | 170-0} 10 2-87 rr] 
» 21] 170-0 | 285-0 170-0 WwW 1-52 6 
» 31} 170-0 | 289-3 | 170-0} 10 1-38 43 
Nov. 7 285-4) itu-u | 10 1-49 45 


| 170+0 | 
| j | | 

Gn November 7th ‘applications | for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Friday were 
accepted as to about 45 per cent. of the amount applied 
for at £99 17s. 5d. and applications at higher prices were 
accepted in full. Applications for Saturday were accepted 
at £99 17s. 6d; and above in full. £170 million (maximum) 
of Treasury Bills are being offered for November 14th. For 
the week ended November 15th the Banks will be asked 
for Treasury deposits to an amount of £40 million maximum. 


NATIONAL SAVINGS 
(f thousand) _ 


Week Endeat |, Fotals 


nn ne tr 








i Mar. 3lto 
[ieee 2, | Nov, i, ; Nov, 1, 
sae A947) 1947 
Savings Certificates ;-- j 
rg bin gone : ee oe ben | 2,500 } 128,900 
Repayments ...cereeerns 2,500 | 86,200 
Net Savings.....sceeeee» 200 | 42,700 
Defence Bonds ~~ i i 
Receipts. .... seeeeeebens | 800 || 44,760 
Repayments ...csseeeeee 795 | 23,686 
Net Savings. icise es seee- A 21,074 
P.O, and Trustee Savings 
Banks :— 
Receipts. -..s+-++++eanes | 313,226) 11,241 se. 
Repayments.......+ +000. 10,312 | 9,873 | 373,602 
Net Savings.......+-08s- 2,914 [368 | 16,166 16,166 
Total Net wyuts.se. | 4,672} 1,573 | 79,940 
Interest on 382 “4 16,518 


Interest. accrued on sav 


remaining invested.) .... 2,202 | 2,062 | 65,504 


mary. 












BANK” OF ENGLAND 


RETURNS 
NOVEMBER 12, 1947 


ISSUE DEPARTMENT 


Notes Issued : | Govt. Debt. . ; 11,445,100 
In Circin.... 1360,239,009 | Other ~ Sie 
In Bankg, De- Securities ... 1438 nean Sas 
partment... 90,008,824 Other Secs.’ ” 672,933 
Coin other 
than Gold... 12,539 
Amt. of Fid.-——— -———- 
Issue ......> 1450,000,000 
Gold Coin 
Bullion {at 
172s, 3d. per 
oz, fine)..... 247,833 
1450,247,833. 1450,247, 835 


BANKING ace eee 











£ f 
Capital és Cackit WABE,0001 Govt. Seiais 304,139,768 
see 3°311.219 | Other Secs. : 

Public Deps.*. 13,653,191 | Advances and ‘iat one 
Advances, 7,265,352! 
Other Deps. : Seouriftes. . 20,592; at 

Bankers...., 297,735,7 ee 
Other Accts 94,553,931 27,857,624 
— 1 Notes... ...<- 90,008,824 

392,289,660 

Caieit <2... 1,800,854 
423,807,070 423,807,070 


are Exchequer, Savings Banks, Commissioners 
of ‘Na oe Dividend Accounts. 


COMPARATIVE ANALYSIS 
Cee) 


“Nov. | Oct. | Nov. | Now, 
13 | -29 1a 
Issue ss 


Notes in circulation . .|1365-7|1360- 9)3365- #560 3 
Notes in banking depart- 


ment ..... inka Ms: to-4 w6-4 90-0 
Government debt and 
gocurities® 2 iivisise |1399- 3)1449- 311449: 3.1449-3 
Other securities......... 0-7) ee . 7 07 
GOB i. sv navdidth cidade 0-2) 2} 0-2 
Valued ai 5. ‘per fine os, | 1723/3) ny/3) 1/8 172/3 
Ponting Delt 5 
DUC... 000 cues hace ** 12-9 13-8) 13- 13-7 
BeGheee obec ce stn cyees 270-8) 288-8) 2887 gy 
ONDER 00 co vevcccené cece 56°77) 95:8) 96-5) 94-5 
Total... .ssseeeseeerens 540'4) 398-4) 398-2) 405-9 
Securities | i 
Government....ssec.s0+ | 287-0) 287-5: 294-4) 304-3 
Discounts, etc.....+4.... | 17:7 5 6-7) 7-3 
Other ...0.scccccccece, | 280! 3l-@) 97-6) 20-6 
TOE iis és secssseee | 322°7) 324°8) 327-7) 332-0 
Banking dept. res,......... | 35°6) 91> 4 . 91:8 
oy 8.9 i % 
“ Proportion ”.......-+++: | thal 29 $1} 23-6 










~"? Government debt is s fil, 015,100, capital {14, 553,000. 
Fiduciary issue raised from {£1,400 million to {1,450 
million on December 10, 1946. 


* Tue Economist’’ Inpex oF WHOLESA E 


PRICES 
(1927= 100) : 
“Nov. | Oct | Nov, 
| 5, 21, 4, 
1946 | 1987 | 1947 
wobescesses | 100-4 | SOS | 116-7 





Other foods ....s0s 1135-2 133-5 
‘Fextiles .. os cesesces 129-4 144-4 
Minerals... ..dseees 199-3 252-2 


Miscellaneous ....+.. 138-4 150°9 


| 135°2 | 150-4 
1919 100.....-00.-.| 186-8 | 206-9 | | 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
MB at 172s. 3d. per fine ounce throughout the week, 
Spot 





cash prices were as follows :— 


remeron tag tt ese een 








Si.vEr 





j 
London |New York} Bombay 
‘per ounceiper 100 
1 





45 mt iM] 
45 7 157-4 | 103 6 
Markets is? 6 | 103 2 
45 m4). | ist 8 | 105 4 
45 166 68 | 103 It 
45 745 | 157 4 | 03 
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THE 


BANK OF NOVA SCOTIA’ 


(Incorporated in Canada with Limited Liability.) 
ees Established 3832. 
my ‘General’ Office: Toronto, Canada. 
Reserve Fund ee ee 
Total Assets over ... 4, ses vos nes wns, $ 650,000,000 
Specia] facilities ‘are available to the public through the Branches 
of this Bank for the transaction of business with Canada, Newfoundland, 
Cuba, Puerto Rice, Dominican Republic, Jamaica and the United States 
at New York. 
Address enguiries to Lendon Branch: 
108, OLD BROAD STREET, &.C.2. 
OC. G. Werster, Manager. 








REFUGE ASSURANCE COMPANY, LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £16,300,000 

ASSETS EXCEED £97,000,000 

CLAIMS PAID BXCEEP €181 000,000 
(1946 Accounts) 





CITY OF BLOEMFONTEIN 
FIVE PER CENT INSCRIBED STOCK, 1960. 


NOTICE IS HEREBY GIVEN that in order to prepare the Warrants 
for Interest due December 3ist next, the BALANCES of the several 
Accounts in the above-mentioned Stock will be STRUCK on the night 
0 November 29th, and that on and after December Ist the Stock will 
be transferable-ex dividend. 

For Barclays Bank (Dominion, Colonial and Overseas), 
(London Registrars of the above Stock). 
ROWLAND SMITH, Manager. 
Circus Place, London Wall, E.C.2. November 5, 1947. 


CITY OF BLOEMFONTEIN 
FOUR PER CENT INSCRIBED STOCK, 1954. 

CITY OF JOHANNESBURG 
THREE-AND-A-HALF PER CENT INSCRIBED STOCK, 1953-63. 
CITY OF PRETORIA 
THREE-AND-A-HALF PER CENT INSCRIBED STOCK, 1953-58, 


NOTICE IS HEREBY GIVEN that in ordér to prepare the Warrants 
for Interest due January Ist next, the BALANCES of the several 
Accounts im the above-mentioned Stecks will be STRUCK on the night 
of December Ist, and that on and after December 2nd the Stocks will 
be trausferable ex dividend. 

For Barclays Bank: (Dominion, Colonial and Overseas), 
(London Registrars of the above Stocks), 
ROWLAND SMITH, Manager 
Circus Place, London Wall, E.C.2.. November 4, 1947. 


UNIVERSITY OF LONDON 

THE CREIGHTON LECTURS,: entitled ‘ The Unification of the 
World and the Change in Historical Perspective,’’ will be given by 
Professor A. J. Toynbee, D.Litt.; B.A., F.B.A. (Stevenson Reséarch 
Professor of International History in the University of London) at the 
UNIVERSITY OF LONDON : SENATE HOUSE (entrance from Russell 
Square or Malet Street, W.C’1) 6h Monday, November 17th, at 5.30 p.m. 

ADMISSION FREE, WITHOUT TICKET. 
JAMES HENDERSON, Academic Registrar, 














BRITISH ELECTRICITY AUTHORITY 
PUBLIC RELATIONS OFFICER. 
Applications are invited for the post ef Public Relations Officer in the 
Secretariat of the Authority with headquarters in London. ’ 
A starting salary, commensurate with qualifications, will be paid 
within a salary scale of £1,500, rising by annual'increments of £50 to £2,000 

per annum, subject to deductions for superannuation. — 

Candidates should have the ability to conduct a public Information 
service, including press relations work, advertising, posters, films and 
pamphlets 

Applications, which will be acknowledged and treated as confidential, 
should be sent within 14 days to the Director of Establishments, British 
—. fatmarity, Portland Court, 170a, Great Portland Street, 
London, W.1. 


| 





ENERAL SALES MANAGER required by well-known London 
3H Pharmaceutical House. . First-class experience. of modern selling, 
advertising and marketing methods (not necessarily in the Phar- 
maceutical field) is essential. Applicants, preferably 35-45, must combine 
leadership, tact and drive with the ability to plan clearly and act 
decisively, and must possess the qualities associated with a position 
carrying a commencing salary of not less than £2,000 per annum.— 
Write in confidence, giving full particulars as to age, training, experience, 
positions held and salaries earned, to Box 601. 





B= RAYON FEDERATION requires an Information Officer 

(male) with the necessary experience to control information services 
and press publicity. Proved literary ability, a sound knowledge of the 
textile industries and distributive trades are most essential, and practi- 
cal press experience extremely advisable The successful applicant will 
work mainly in London. Initial salary £1,200 with Pension Scheme in 
operation. Applicants should ferward details of qualifications and 
experience to the Director, British Rayon Federation, Bridgewater House, 
58, Whitworth Street, Manchester, 1 (marking envelopes R.1.0.). 


Cee ACCOUNTANT, not over’ 35, Péquired by leading Mining 

Finance House as Assistant Accountant.—Write, givine full par- 
ticulars of education, experience and salary required, Box 1978, ¢/o 
Charlies Barker & Sons, Ltd., 31, Budge Rew, ndon, E.C.4. 
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ONAL BANK OF INDIA LIMITED 


NATI 
r _ Bankers “to, the in Kenya Colony and Uganda. 
Head Office:, 26 BISHOPSGATE, LONDON, E.c.2. 





- 





BRANCHES: 
Aden and Cochin Madras nai are 
Adew ‘Point (3. Indiay> Mandalay*’ o 4h? 
Amritsar ‘Colombo ' Nuwara ~ aoe Beatiah a 
Bombay Dethi Eliya Entebbe rot 
Caleutta Kandy Rangoon Jinja . 
Cawnpore Karachi Tuticorin Kampala Uganda 


Chittagong Lahore Zanzibar Mbale ote 
Dar-es-Salaam Mwanza Tanga .. hia, 3 1008 «+ Tanganyika Territory’... 
SUBSCRIBED CAPITAL... eos £4,000,000.- 
PAID-UP CAPITAL eee eee £2,000,000 - 
RESERVE FUND... a avs £2,300,000 : 


The Bank conducts every description of Eastern Banking business, «: 
Trusteeships and Executerships also undertaken, 





DEN NORSKE CREDITBANK 


Established 1857 
LTB] tbs od 


Wal 
ull! 
Branches : Arendal, Grimstad, Larvik, Lillesand, Mandal, Porsgrunn, 
Risor, Solor (Flisa), Tonsberg. 
Every Description of Banking Business transacted 


Correspondence invited 
Telegraphic Address : ** Creditbank ” 


Telephone : ** 42 18 20 Oslo” 


HERTFORDSHIRE COUNTY COUNCIL 
DEPUTY COUNTY ACCOUNTANT. ‘ 


Accountants who are qualified by professional examinations and 
experience, are invited to apply for the post of Deputy Accountant; 
The salary scale is £1,250, by annual increments ef £50 to £1,450 (no 
cost-of-living bonus). ' 

Applications and the names of three references should be sent to the. 
— Accountant, County Hall, Hertford, not later than November 
« Ll. 


= B.A, (Honours), considerable experience Trade Associa. 
/ tion work, seeks alternative Secretarial/Administrative post, 
offering brighter prospects than present position.—Write Box 603: 
YOUNG EXECUTIVE, Canadian, resident London, seeks U.K. appoint 
ment, proved ability in personnel, administrative and organizing 
fields. Able to accept 1esponsibility, has initiative, tact; confidence, 
good appearance. Excellent Service record, decorated.—Box 604. : 


} ETWEEN EPSOM AND GUILDFORD (5 min. Southern Electric): A 
well-equipped and conveniently planned building, suitable for Hotel, 
Hostel or Office user, with 33 bed. and dressing, 10 bathrooms, 3 recep- 
tion rooms, ample offices; all modern conveniences. To let unfurnished 
2 to 7 years from the New Year, Certain furniture available.—Rent and 
particulars from Box 602. 
FFYRANSLATIONS: Efficient and prompt service undertaken by 
specialists in technical literary and commercial work, Moderate 
ees See to P.W.E.A. (E) Translation Service, 11, Gillingham Street, 
S.W.1. Tel.: Victoria 9557, 


IVE VOGUE'S CONTEMPORARY COOKERY for Christmas—to your 

friends and to yourself. It is full ef recipes for interesting food. 
Price 5s. from bookshops or newsagents, or 5s. 7d. post paid, from 
Vogue, 37, Golden Square, London, W.1. . 


| Scr ma rma Designer (Artist) University man, experienced, inven- 
tive, progressive, would welcome 1 or 2 consultantships for assisting 
development and design of new products in any industrial field or 
research for popularising new materials.—Box PP 13345, Samson Clarks, 
67/61, Mortimer Street, W.1. 


Cini ae 


pp REARS REQUIRED by the Technical Managing Director a 
well-known firm of clothing manufacturers. Shorthand and ty 
essential. This post has wide possibilities for suitable applicant. 
applications must be in writing.—Box 588. 


a 


[HE Next Best Thing to a private secretary and a telephone is 
Finders Special (V.1.P.) telephone-secretarial service. And Finders 
are on duty hours a day, and weekends. Ring GERrard 9050 for 
details, or write to Finders, 77, Dean Street, W.1. 





ae 


\ ONOMARKS.—Permanent London / 
+14 5s, p.a.—Write, Monomark BCM/MONO4N, W.C.1. 


Uarvanaety onenams QUIETLY, in your own home, by oer 
our carefully prepar tested co: can secure 

PSE TE ees eae 

pensive tuition also given for Accou 


ntancy 
Ny ice etc. Write " 
100-page FREE book * FOUR CAREER * co The Printigah 


(Estd. 1928), F.175, Tuition House, London, 
Sis Grand Buildings. Trafalgar Square) 





Printed in Great Britain by St, CLementé Press, Lrp., Portugal St., Kings 


at 22 Ryder Street, St. James’s, London, $.W.1. U.S. Representative: R. S. Farley, 1¥1 


way, London, W.C.2. Published weekly by Tus Economist Newspaper, L10., 





» New York, 6.— » November 15, 1947. 
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